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A BILL

provide for reconciliation pursuant to section 201(a)(1)
of the concurrent resolution on the budget for fiscal
year 1997.

Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
SECTION 1. SHORT TITLE.

This Act may be cited as the “Welfare and Medicaid
Reform Act of 1996,

SEC. 2. TABLE OF CONTENTS.

Title I—Committee on Agriculture.
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Title II—Committee on Commerce.

Title III—Committee on Economic and Educational Opportunities.
Title IV—Committee on Ways and Means: Welfare Reform.

TITLE I—COMMITTEE ON
AGRICULTURE

SEC. 1001. SHORT TITLE.

This title may be cited as the “Food Stamp Reform

and Commodity Distribution Act of 1996,

SEC. 1002. TABLE OF CONTENTS.
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The table of contents of this title 1s as follows:

TITLE I—FOOD STAMPS AND COMMODITY DISTRIBUTION

1001. Short title.
1002. Table of contents.

Subtitle A—Food Stamp Program

1011. Definition of certification period.

1012. Definition of coupon.

1013. Treatment of children living at home.

1014. Optional additional criteria for separate household determinations.

1015. Adjustment of thrifty food plan.

1016. Definition of homeless individual.

1017. State option for eligibility standards.

1018. Earnings of students.

1019. Energy assistance.

1020. Deductions from income.

1021. Vehicle allowance.

1022. Vendor payments for transitional housing counted as income.

1023. Doubled penalties for violating food stamp program requirements.

1024. Disqualification of convicted individuals.

1025. Disqualification.

1026. Caretaker exemption.

1027. Employment and training.

1028. Comparable treatment for disqualification.

1029. Disqualification for receipt of multiple food stamp benefits.

1030. Disqualification of fleeing felons.

1031. Cooperation with child support agencies.

1032. Disqualification relating to child support arrears.

1033. Work requirement.

1034. Encourage electronic benefit transfer systems.

1035. Value of minimum allotment.

1036. Benefits on recertification.

1037. Optional combined allotment for expedited households.

1038. Failure to comply with other means-tested public assistance pro-
grams.

1039. Allotments for households residing in centers.
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Condition precedent for approval of retail food stores and wholesale
food conecerns.
Authority to establish authorization periods.
Information for verifying eligibility for authorization.
Waiting period for stores that fail to meet authorization criteria.
Operation of food stamp offices.
State employee and training standards.
Exchange of law enforecement information.
Expedited coupon service.
Withdrawing fair hearing requests.
Income, eligibility, and immigration status verification systems.
Disqualification of retailers who intentionally submit falsified appli-
cations.
Disqualification of retailers who are disqualified under the WIC pro-
gram.
Collection of overissuances.
Authority to suspend stores violating program requirements pending
administrative and judicial review.
Expanded eriminal forfeiture for violations.
Limitation of Federal match.
Standards for administration.
Work supplementation or support program.
Waiver authority.
Response to waivers.
Employment initiatives program.
Reauthorization.
Simplified food stamp program.
State food assistance block grant.
A study of the use of food stamps to purchase vitamins and minerals.
Investigations.
Food stamp eligibility.
Report by the Secretary.
Defieit reduction.

Subtitle B—Commodity Distribution Programs

Emergency food assistance program.

Food bank demonstration project.

Hunger prevention programs.

Report on entitlement commodity processing.

Subtitle C—LElectronic Benefit Transfer Systems

. Provisions to encourage electronic benefit transfer systems.

Subtitle A—Food Stamp Program

SEC. 1011. DEFINITION OF CERTIFICATION PERIOD.

Section 3(¢) of the Food Stamp Act of 1977 (7

U.S.C.

vided”’

2012(¢)) is amended by striking “Except as pro-

and all that follows and inserting the following:
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“The certification period shall not exceed 12 months, ex-
cept that the certification period may be up to 24 months
if all adult household members are elderly or disabled. A
State agency shall have at least 1 contact with each cer-
tified household every 12 months.”.
SEC. 1012. DEFINITION OF COUPON.

Section 3(d) of the Food Stamp Act of 1977 (7
U.S.C. 2012(d)) is amended by striking “‘or type of certifi-
cate” and inserting ‘‘type of certificate, authorization
card, cash or check issued in lieu of a coupon, or an access
device, including an electronic benefit transfer card or per-
sonal identification number,”.

SEC. 1013. TREATMENT OF CHILDREN LIVING AT HOME.

The second sentence of section 3(1) of the KFood
Stamp Act of 1977 (7 U.S.C. 2012(i)) is amended by
striking “(who are not themselves parents living with their
children or married and living with their spouses)”’.

SEC. 1014. OPTIONAL ADDITIONAL CRITERIA FOR SEPA-
RATE HOUSEHOLD DETERMINATIONS.

Section 3(1) of the Food Stamp Act of 1977 (7 U.S.C.
2012(1)) is amended by inserting after the third sentence
the following: ‘“Notwithstanding the preceding sentences,
a State may establish criteria that prescribe when individ-
uals who live together, and who would be allowed to par-

ticipate as separate households under the preceding sen-
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tences, shall be considered a single household, without re-
card to the common purchase of food and preparation of
meals.”.
SEC. 1015. ADJUSTMENT OF THRIFTY FOOD PLAN.
The second sentence of section 3(o) of the Food
Stamp Act of 1977 (7 U.S.C. 2012(0)) is amended—
(1) by striking “shall (1) make” and inserting
the following: ‘“‘shall—
“(1) make”;
(2) by striking ‘“‘scale, (2) make” and inserting
“scale;
“(2) make”;
(3) by striking “Alaska, (3) make” and insert-
ing the following: “‘Alaska;
“(3) make”; and
(4) by striking “Columbia, (4) through” and all
that follows through the end of the subsection and
inserting the following: “Columbia; and
“(4) on October 1, 1996, and each October 1
thereafter, adjust the cost of the diet to reflect the
cost of the diet, in the preceding June, and round
the result to the nearest lower dollar mcrement for
each household size, except that on October 1, 1996,
the Secretary may not reduce the cost of the diet in

effect on September 30, 1996.”.
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SEC. 1016. DEFINITION OF HOMELESS INDIVIDUAL.

Section 3(s)(2)(C) of the Food Stamp Act of 1977
(7 U.S.C. 2012(s)(2)(C)) is amended by inserting ‘“‘for not
more than 90 days” after ‘“‘temporary accommodation”.
SEC. 1017. STATE OPTION FOR ELIGIBILITY STANDARDS.

Section 5(b) of the Food Stamp Act of 1977 (7
U.S.C. 2014(d)) is amended by striking “(b) The Sec-
retary’”’” and inserting the following:

“(b) ELIGIBILITY STANDARDS.—Except as otherwise
provided in this Act, the Secretary”’.

SEC. 1018. EARNINGS OF STUDENTS.

Section 5(d)(7) of the Food Stamp Act of 1977 (7
U.S.C. 2014(d)(7)) 1s amended by striking “21” and in-
serting “19”.

SEC. 1019. ENERGY ASSISTANCE.

(a) IN GENERAL.—Section 5(d) of the Food Stamp
Act of 1977 (7 U.S.C. 2014(d)) is amended by striking
paragraph (11) and inserting the following: “(11) a 1-time
payment or allowance made under a Federal or State law
for the costs of weatherization or emergency repair or re-
placement of an unsafe or inoperative furnace or other
heating or cooling device,”.

(b) CONFORMING AMENDMENTS.

(1) Section 5(k) of the Act (7 U.S.C. 2014(k))
1s amended—
(A) in paragraph (1)—

*HR 3734 RH
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(1) in subparagraph (A), by striking
“plan for aid to families with dependent
children approved” and inserting “‘program
funded”’; and
(i) in subparagraph (B), by striking
“, not including energy or utility-cost as-
sistance,”’;
(B) in paragraph (2), by striking subpara-
eraph (C) and inserting the following:
“(C) a payment or allowance described in sub-
section (d)(11);”; and
(C) by adding at the end the following:
“(4) THIRD PARTY ENERGY ASSISTANCE PAY-

MENTS.—

“(A) ENERGY ASSISTANCE PAYMENTS.
For purposes of subsection (d)(1), a payment
made under a Federal or State law to provide
energy assistance to a household shall be con-
sidered money payable directly to the house-
hold.

“(B) ENERGY ASSISTANCE EXPENSES.

For purposes of subsection (e)(7), an expense
paid on behalf of a household under a Federal

or State law to provide energy assistance shall

*HR 3734 RH
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be considered an out-of-pocket expense mcurred

and paid by the household.”.

(2) Section 2605(f) of the Liow-Income Home
Energy Assistance Act of 1981 (42 U.S.C. 8624(f))
is amended—

(A) by striking “(f)(1) Notwithstanding”
and inserting ““(f) Notwithstanding”’;
(B) in paragraph (1), by striking ‘“‘food
stamps,”’; and
(C) by striking paragraph (2).
SEC. 1020. DEDUCTIONS FROM INCOME.

(a) IN GENERAL.—Section 5 of the Food Stamp Act
of 1977 (7 U.S.C. 2014) is amended by striking sub-
section (e) and inserting the following:

“(e) DEDUCTIONS FROM INCOME.—

“(1) STANDARD DEDUCTION.—The Secretary
shall allow a standard deduction for each household
in the 48 contiguous States and the District of Co-
lumbia, Alaska, Hawaii, Guam, and the Virgin Is-
lands of the United States of $134, $229, $189,
$269, and $118, respectively.

“(2) EARNED INCOME DEDUCTION,—

“(A) DEFINITION OF EARNED INCOME.—

In this paragraph, the term ‘earned income’

does not include income excluded by subsection

*HR 3734 RH
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(d) or any portion of income earned under a
work supplementation or support program, as
defined under section 16(b), that is attributable
to public assistance.

“(B) DEDUCTION.—Except as provided in
subparagraph (C), a household with earned in-
come shall be allowed a deduction of 20 percent
of all earned income to compensate for taxes,
other mandatory deductions from salary, and
work expenses.

“(C)  ExceEPTION.—The deduction de-
seribed in subparagraph (B) shall not be al-
lowed with respect to determining an overissu-
ance due to the failure of a household to report
earned income in a timely manner.

“(3) DEPENDENT CARE DEDUCTION.—

“(A) IN GENERAL.—A household shall be
entitled, with respect to expenses (other than
excluded expenses described in subparagraph
(B)) for dependent care, to a dependent care
deduction, the maximum allowable level of
which shall be $200 per month for each depend-
ent child under 2 years of age and $175 per
month for each other dependent, for the actual

cost of payments necessary for the care of a de-
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pendent if the care enables a household member
to accept or continue employment, or training
or education that is preparatory for employ-

ment.

“(B) EXCLUDED EXPENSES.—The ex-
cluded expenses referred to in subparagraph
(A) are—

“(1) expenses paid on behalf of the
household by a third party;

“(11) amounts made available and ex-
cluded for the expenses referred to in sub-
paragraph (A) under subsection (d)(3);
and

“(ii1) expenses that are paid under
section 6(d)(4).

“(4) DEDUCTION FOR CHILD SUPPORT PAY-

MENTS.

“(A) IN GENERAL.—A household shall be

entitled to a deduction for child support pay-

ments made by a household member to or for

an ndividual who 1is not a member of the

household if the household member is legally
obligated to make the payments.

“(B) METHODS FOR  DETERMINING

AMOUNT.—The Secretary may prescribe by reg-

*HR 3734 RH
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ulation the methods, including calculation on a

retrospective basis, that a State agency shall

use to determine the amount of the deduction
for child support payments.

“(5) HOMELESS SHELTER ALLOWANCE.—A
State agency may develop a standard homeless shel-
ter allowance, which shall not exceed $143 per
month, for such expenses as may reasonably be ex-
pected to be incurred by households in which all
members are homeless individuals but are not receiv-
ing free shelter throughout the month. A State agen-
cy that develops the allowance may use the allow-
ance in determining eligibility and allotments for the
households, except that the State agency may pro-
hibit the use of the allowance for households with
extremely low shelter costs.

“(6) EXCESS MEDICAL EXPENSE DEDUCTION.—

“(A) IN GENERAL.—A household contain-
ing an elderly or disabled member shall be enti-
tled, with respect to expenses other than ex-

penses paid on behalf of the household by a

third party, to an excess medical expense de-

duction for the portion of the actual costs of al-

lowable medical expenses, incurred by the elder-

*HR 3734 RH
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ly or disabled member, exclusive of special diets,

that exceeds $35 per month.

“(B) METHOD OF CLAIMING DEDUC-

TION.—

*HR 3734 RH

“(1) IN GENERAL.—A State agency
shall offer an eligible household under sub-
paragraph (A) a method of claiming a de-
duction for recurring medical expenses that
are initially verified under the excess medi-
cal expense deduction in lieu of submitting
information or verification on actual ex-
penses on a monthly basis.

“(11) METHOD.—The method de-
scribed in clause (1) shall—

“(I) be designed to minimize the
burden for the eligible elderly or dis-
abled household member choosing to
deduct the recurrent medical expenses
of the member pursuant to the meth-
od;

“(IT) rely on reasonable estimates
of the expected medical expenses of
the member for the certification pe-
riod (including changes that can be

reasonably anticipated based on avail-
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able information about the medical
condition of the member, public or
private medical insurance coverage,
and the current verified medical ex-
penses incurred by the member); and

“(III) not require further report-
ing or verification of a change in med-
ical expenses if such a change has
been anticipated for the certification
period.

“(7) EXCESS SHELTER EXPENSE DEDUC-

TION.—

“(A) IN GENERAL.—A housechold shall be
entitled, with respect to expenses other than ex-
penses paid on behalf of the household by a
third party, to an excess shelter expense deduc-
tion to the extent that the monthly amount ex-
pended by a household for shelter exceeds an
amount equal to 50 percent of monthly house-
hold income after all other applicable deduc-
tions have been allowed.

“(B) MAXIMUM AMOUNT OF DEDUC-
TION.—In the case of a household that does not

contain an elderly or disabled individual, the ex-

*HR 3734 RH
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cess shelter expense deduction shall not ex-

ceed—

*HR 3734 RH

“(1) in the 48 contiguous States and
the District of Columbia, $247 per month;
and

“@1) in Alaska, Hawaii, Guam, and
the Virgin Islands of the United States,
$429, $353, $300, and $182 per month,
respectively.

“(C) STANDARD UTILITY ALLOWANCE.—

“(i) IN GENERAL.—In computing the
excess shelter expense deduction, a State
agency may use a standard utility allow-
ance in accordance with regulations pro-
muleated by the Secretary, except that a
State agency may use an allowance that
does not fluctuate within a year to reflect
seasonal variations.

“(11) RESTRICTIONS ON HEATING AND

COOLING EXPENSES.—An allowance for a

heating or cooling expense may not be used
in the case of a household that—
“(I) does not incur a heating or

cooling expense, as the case may be;
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“(IT) does incur a heating or
cooling expense but is located in a
public housing unit that has central
utility meters and charges households,
with regard to the expense, only for
excess utility costs; or

“(III) shares the expense with,
and lives with, another individual not
participating in the food stamp pro-
oeram, another household participating
in the food stamp program, or both,
unless the allowance is prorated be-
tween the household and the other in-
dividual, household, or both.

“(111) MANDATORY ALLOWANCE.—

“(I) IN GENERAL.—A  State
agency may make the use of a stand-
ard utility allowance mandatory for all
households  with qualifying  utility
costs if—

“(aa) the State agency has
developed 1 or more standards
that include the cost of heating

and cooling and 1 or more stand-
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ards that do not include the cost
of heating and cooling; and
“(bb) the Secretary finds

that the standards will not result

in an increased cost to the Sec-

retary.

“(II) HOUSEHOLD ELECTION.—
A State agency that has not made the
use of a standard utility allowance
mandatory under subclause (I) shall
allow a household to switch, at the
end of a certification period, between
the standard utility allowance and a
deduction based on the actual utility
costs of the household.

“(1v) AVAILABILITY OF ALLOWANCE

TO RECIPIENTS OF ENERGY ASSISTANCE.—

“(I) IN GENERAL.—Subject to
subclause (IT), if a State agency elects
to use a standard utility allowance
that reflects heating or cooling costs,
the standard utility allowance shall be
made available to households receiving
a payment, or on behalf of which a

payment is made, under the Low-In-
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come Home Emnergy Assistance Act of
1981 (42 U.S.C. 8621 et seq.) or
other similar energy assistance pro-
oram, 1f the household still incurs out-
of-pocket heating or cooling expenses
in excess of any assistance paid on be-
half of the household to an energy
provider.

“(II) SEPARATE ALLOWANCE.—A
State agency may use a separate
standard utility allowance for house-
holds on behalf of which a payment
described in subclause (I) 1s made,
but may not be required to do so.

“(IIT) STATES NOT ELECTING TO
USE SEPARATE ALLOWANCE.—A State
agency that does not elect to use a
separate allowance but makes a single
standard utility allowance available to
households incurring heating or cool-
ing expenses (other than a household
described in subclause (I) or (II) of
subparagraph (C)(ii)) may not be re-
quired to reduce the allowance due to

the provision (directly or indirectly) of
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assistance under the Low-Income
Home Energy Assistance Act of 1981
(42 U.S.C. 8621 et seq.).

“(IV) PRORATION OF ASSIST-
ANCE.—For the purpose of the food
stamp program, assistance provided
under the Low-Income IHome Energy
Assistance Act of 1981 (42 U.S.C.
8621 et seq.) shall be considered to be
prorated over the entire heating or
cooling season for which the assist-

ance was provided.”.

(b) CONFORMING AMENDMENT.—Section 11(e)(3) of

the Act (7 U.S.C. 2020(e)(3)) i1s amended by striking

“Under rules prescribed” and all that follows through

“verifies higher expenses;”.

SEC. 1021. VEHICLE ALLOWANCE.

Section 5(g) of the Food Stamp Act of 1977 (7

U.S.C. 2014(g)) is amended by striking paragraph (2) and

inserting the following:

“(2) INCLUDED ASSETS.—

“(A) IN GENERAL.—Subject to the other

provisions of this paragraph, the Secretary

shall, in presceribing inclusions in, and exclu-

sions from, financial resources, follow the regu-

*HR 3734 RH
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lations in force as of June 1, 1982 (other than

those relating to licensed vehicles and inacces-

sible resources).

“(B) ADDITIONAL INCLUDED ASSETS.—

The Secretary shall include in financial re-

sources—

“(i) any boat, snowmobile, or airplane
used for recreational purposes;

“(i1) any vacation home;

“(i11) any mobile home used primarily
for vacation purposes;

“(iv) subject to subparagraph (C), any
licensed vehicle that is used for household
transportation or to obtain or continue em-
ployment to the extent that the fair market
value of the vehicle exceeds $4,600; and

“(v) any savings or retirement ac-
count (including an individual account), re-
cardless of whether there is a penalty for
early withdrawal.

“(C) EXCLUDED VEHICLES.—A vehicle

(and any other property, real or personal, to the

extent the property is directly related to the

maintenance or use of the vehicle) shall not be

*HR 3734 RH
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included in financial resources under this para-
oraph if the vehicle is—
“(1) used to produce earned income;
“(11) necessary for the transportation
of a physically disabled household member;
or
“(i11) depended on by a household to

carry fuel for heating or water for home

© 00O N O 0o B~ W N PP

use and provides the primary source of fuel
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or water, respectively, for the household.”.
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SEC. 1022. VENDOR PAYMENTS FOR TRANSITIONAL HOUS-

=
N

ING COUNTED AS INCOME.
13 Section 5(k)(2) of the Food Stamp Act of 1977 (7
14 U.S.C. 2014(k)(2)) 1s amended—

15 (1) by striking subparagraph (F'); and
16 (2) by redesignating subparagraphs (G) and
17 () as subparagraphs (F') and ((z), respectively.

18 SEC. 1023. DOUBLED PENALTIES FOR VIOLATING FOOD
19 STAMP PROGRAM REQUIREMENTS.

20 Section 6(b)(1) of the Food Stamp Act of 1977 (7
21 U.S.C.2015(b)(1)) is amended—

22 (1) in clause (i), by striking “six months” and
23 inserting “‘1 year’”’; and

24 (2) in clause (i), by striking “1 year” and in-
25 serting ‘2 years’’.
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SEC. 1024. DISQUALIFICATION OF CONVICTED INDIVID-

UALS.
Section 6(b)(1)(1ii) of the Food Stamp Act of 1977
(7 U.S.C. 2015(b)(1)(1n)) 1s amended—

(44

(1) in subclause (II), by striking “‘or” at the
end;
(2) in subclause (III), by striking the period at

(43

the end and inserting ““; or”’; and
(3) by inserting after subclause (III) the follow-
ng:

“(IV) a conviction of an offense under sub-
section (b) or (e¢) of section 15 involving an
item covered by subsection (b) or (¢) of section
15 having a value of $500 or more.”.

SEC. 1025. DISQUALIFICATION.

(a) IN GENERAL.—Section 6(d) of the Food Stamp
Act of 1977 (7 U.S.C. 2015(d)) is amended by striking
“(d)(1) Unless otherwise exempted by the provisions” and
all that follows through the end of paragraph (1) and in-
serting the following:

“(d) CONDITIONS OF PARTICIPATION.—

“(1) WORK REQUIREMENTS.

“(A) IN GENERAL.—No physically and
mentally fit individual over the age of 15 and

under the age of 60 shall be eligible to partici-
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pate in the food stamp program if the individ-

ual—

*HR 3734 RH

(1) refuses, at the time of application
and every 12 months thereafter, to register
for employment in a manner prescribed by
the Secretary;

“(11) refuses without good cause to
participate in an employment and training
program under paragraph (4), to the ex-
tent required by the State agency;

“(m1) refuses without good cause to
accept an offer of employment, at a site or
plant not subject to a strike or lockout at
the time of the refusal, at a wage not less
than the higher of—

“(I) the applicable Federal or

State minimum wage; or

“(IT) 80 percent of the wage that
would have governed had the mini-
mum hourly rate under section

6(a)(1) of the Fair Labor Standards

Act of 1938 (29 U.S.C. 206(a)(1))

been applicable to the offer of employ-

ment;
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“(iv) refuses without good cause to
provide a State agency with sufficient in-
formation to allow the State agency to de-
termine the employment status or the job
availability of the individual;
“(v) voluntarily and without good
cause—
“(I) quits a job; or
“(II) reduces work effort and,
after the reduction, the individual is
working less than 30 hours per week;
or
“(vi) fails to comply with section 20.
“(B) HOUSEHOLD INELIGIBILITY.—If an
individual who is the head of a household be-
comes ineligible to participate in the food stamp
program under subparagraph (A), the house-
hold shall, at the option of the State agency,
become ineligible to participate in the food
stamp program for a period, determined by the
State agency, that does not exceed the lesser
of—
“(i) the duration of the ineligibility of
the individual determined under subpara-

eraph (C); or
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“(i1) 180 days.

“(C) DURATION OF INELIGIBILITY.—

“(1) FIRST VIOLATION.—The first
time that an individual becomes ineligible
to participate in the food stamp program
under subparagraph (A), the individual
shall remain ineligible until the later of—

“(I) the date the individual be-
comes eligible under subparagraph
(A);

“(II) the date that i1s 1 month
after the date the individual became
ineligible; or

“(IT) a date determined by the
State agency that is not later than 3
months after the date the individual
became ineligible.

“(i1) SECOND VIOLATION.—The sec-
ond time that an individual becomes ineli-
oible to participate in the food stamp pro-
eram under subparagraph (A), the individ-
ual shall remain ineligible until the later

of—
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“(I) the date the individual be-
comes eligible under subparagraph
(A);

“(II) the date that is 3 months
after the date the individual became
ineligible; or

“(III) a date determined by the
State agency that is not later than 6
months after the date the individual
became ineligible.

“(111) THIRD OR SUBSEQUENT VIOLA-
TION.—The third or subsequent time that
an individual becomes ineligible to partici-
pate in the food stamp program under sub-
paragraph (A), the individual shall remain
ineligible until the later of—

“(I) the date the individual be-
comes eligible under subparagraph
(A);

“(II) the date that is 6 months
after the date the individual became
ineligible;

“(IT) a date determined by the

State agency; or
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“(IV) at the option of the State
agency, permanently.
“(D) ADMINISTRATION.—

“(1) GOOD CAUSE.—The Secretary
shall determine the meaning of good cause
for the purpose of this paragraph.

“(11) VOLUNTARY QUIT.—The Sec-
retary shall determine the meaning of vol-
untarily quitting and reducing work effort
for the purpose of this paragraph.

“(in)  DETERMINATION BY STATE
AGENCY.—

“(I) IN GENERAL.—Subject to
subclause (II) and clauses (1) and (i1),

a State agency shall determine—

“(aa) the meaning of any
term in subparagraph (A);

“(bb) the procedures for de-
termining whether an individual
18 in compliance with a require-
ment under subparagraph (A);
and

“(¢c) whether an individual
1S In compliance with a require-

ment under subparagraph (A).
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“(II) NOT LESS RESTRICTIVE.—
A State agency may not determine a
meaning, procedure, or determination
under subclause (I) to be less restrie-
tive than a comparable meaning, pro-
cedure, or determination under a
State program funded under part A of
title IV of the Social Security Act (42
U.S.C. 601 et seq.).

“(1v) STRIKE AGAINST THE GOVERN-
MENT.—For the purpose of subparagraph
(A)(v), an employee of the Federal Govern-
ment, a State, or a political subdivision of
a State, who is dismissed for participating
in a strike against the Federal Govern-
ment, the State, or the political subdivision
of the State shall be considered to have
voluntarily quit without good cause.

“(v) SELECTING A HEAD OF HOUSE-
HOLD.—

“(I) IN GENERAL.—For the pur-
pose of this paragraph, the State
agency shall allow the household to se-
lect any adult parent of a child in the

household as the head of the house-
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hold if all adult household members

making application under the food

stamp program agree to the selection.

“(II) TIME FOR MAKING DES-
IGNATION.—A  household may des-
ignate the head of the household
under subclause (I) each time the
household is certified for participation
in the food stamp program, but may
not change the designation during a
certification period unless there is a
change 1n the composition of the
household.

“(vi) CIHANGE IN HEAD OF IOUSE-
HoLD.—If the head of a household leaves
the household during a period in which the
household is ineligible to participate in the
food stamp program under subparagraph
(B)—

“(I) the household shall, if other-
wise eligible, become eligible to par-
ticipate in the food stamp program;
and

“(II) if the head of the household

becomes the head of another house-
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hold, the household that becomes
headed by the individual shall become
ineligible to participate in the food
stamp program for the remaining pe-
riod of ineligibility.”.

(b) CONFORMING AMENDMENT.—

(1) The second sentence of section 17(b)(2) of
the Act (7 U.S.C. 2026(b)(2)) is amended by strik-
ing “6(d)(1)(1)” and inserting “6(d)(1)(A)(1)".

(2) Section 20 of the Act (7 U.S.C. 2029) 1s
amended by striking subsection (f) and inserting the
following:

“(f) DISQUALIFICATION.—An individual or a house-
hold may become ineligible under section 6(d)(1) to par-
ticipate in the food stamp program for failing to comply
with this section.”.

SEC. 1026. CARETAKER EXEMPTION.

Section 6(d)(2) of the Food Stamp Act of 1977 (7
U.S.C. 2015(d)(2)) is amended by striking subparagraph
(B) and inserting the following: “(B) a parent or other
member of a household with responsibility for the care of
(1) a dependent child under the age of 6 or any lower age
designated by the State agency that is not under the age

of 1, or (i1) an incapacitated person;”.
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1 SEC. 1027. EMPLOYMENT AND TRAINING.

2 (a) IN GENERAL.—Section 6(d)(4) of the Food
3 Stamp Act of 1977 (7 U.S.C. 2015(d)(4)) is amended—
4 (1) in subparagraph (A)—

) (A) by striking “Not later than April 1,
6 1987, each” and inserting “Each”;

7 (B) by inserting ‘“‘work,” after ‘skills,
8 training,”’; and

9 (C) by adding at the end the following:
10 “Kach component of an employment and train-
11 ing program carried out under this paragraph
12 shall be delivered through a statewide workforce
13 development system, unless the component is
14 not available locally through the statewide
15 workforce development system.”’;

16 (2) in subparagraph (B)—

17 (A) in the matter preceding clause (i), by
18 striking the colon at the end and inserting the
19 following: “, except that the State agency shall
20 retain the option to apply employment require-
21 ments prescribed under this subparagraph to a
22 program applicant at the time of application:”;
23 (B) in clause (i), by striking “with terms
24 and conditions” and all that follows through
25 “time of application”; and

26 (C) n clause (iv)—

*HR 3734 RH



© 00O N O 0o B~ W N PP

N DN NN DN NN DN P PP PP PP PP
a o W N P O © 00 N O O b W N B O

31
(1) by striking subclauses (I) and (II);
and
(i) by redesignating subclauses (III)
and (IV) as subclauses (I) and (II), respec-
tively;
(3) in subparagraph (D)—

(A) in clause (i), by striking ‘“‘to which the
application” and all that follows through “30
days or less”;

(B) in clause (i1), by striking “but with re-
spect” and all that follows through ‘“child
care’”’; and

(C) in clause (ii1), by striking *, on the
basis of”” and all that follows through “clause
(i1)” and inserting “the exemption continues to
be valid”’;

(4) in subparagraph (E), by striking the third
sentence;
(5) in subparagraph (G)—

(A) by striking “(G)(1) The State” and in-
serting “(G) The State”’; and

(B) by striking clause (ii);

(6) in subparagraph (), by striking “(I)(i)
The Secretary” and all that follows through “(ii)

Federal funds” and inserting “(H) Federal funds’;

*HR 3734 RH
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4

(7) in subparagraph (I)(1)(II), by striking *, or

)

was in operation,” and all that follows through ““So-
cial Security Act” and inserting the following: ),
except that no such payment or reimbursement shall
exceed the applicable local market rate’;

(8)(A) by striking subparagraphs (K) and (1)
and inserting the following:

“(K) LIMITATION ON FUNDING.—Notwith-
standing any other provision of this paragraph,
the amount of funds a State agency uses to
carry out this paragraph (including under sub-
paragraph (I)) for participants who are receiv-
ing benefits under a State program funded
under part A of title IV of the Social Security
Act (42 U.S.C. 601 et seq.) shall not exceed the
amount of funds the State agency used in fiscal
yvear 1995 to carry out this paragraph for par-
ticipants who were receiving benefits in fiscal
yvear 1995 under a State program funded under
part A of title IV of the Act (42 U.S.C. 601 et
seq.).”’; and
(B) by redesignating subparagraphs (M) and

(N) as subparagraphs (I.) and (M), respectively; and
(9) in subparagraph (L), as redesignated by

paragraph (8)(B)—
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(A) by striking “(1.)(i) The Secretary” and

inserting ““(I.) The Secretary’’; and

(B) by striking clause (ii).

(b) FunpING.—Section 16(h) of the Act (7 U.S.C.
2025(h)) is amended by striking “(h)(1)(A) The Sec-

retary”” and all that follows through the end of paragraph

(1) and mserting the following:

“(h) FUNDING OF EMPLOYMENT AND TRAINING

PROGRAMS.—

“(1) IN GENERAL.

“(A) AMOUNTS.

To ecarry out employ-

ment and training programs, the Secretary

shall reserve for allocation to State agencies

from funds made available for each fiscal year

under section 18(a)(1) the amount of—

*HR 3734 RH

“(i) for fiscal year 1996, $75,000,000;

“(11) for fiscal
$79,000,000;

“(iii)  for  fiscal
$81,000,000;

“(1v) for fiscal
$84,000,000;

“(v) for fiscal
$86,000,000;

vear

year

year

year

1997,

1998,

1999,

2000,
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“(v1) for  fiscal  year 2001,
$88,000,000; and

“(vi1) for  fiscal year 2002,
$90,000,000.

“(B) ALLOCATION.—The Secretary shall
allocate the amounts reserved under subpara-
oraph (A) among the State agencies using a
reasonable formula (as determined by the Sec-
retary) that gives consideration to the popu-
lation in each State affected by section 6(0).

“(C) REALLOCATION.—

“(1) NOTIFICATION.—A State agency
shall promptly notify the Secretary if the
State agency determines that the State
agency will not expend all of the funds al-
located to the State agency under subpara-
oraph (B).

“(11) REALLOCATION.—On notification
under clause (i), the Secretary shall reallo-
cate the funds that the State agency will
not expend as the Secretary considers ap-
propriate and equitable.

“(D) MINIMUM  ALLOCATION.—Notwith-
standing subparagraphs (A) through (C), the

Secretary shall ensure that each State agency
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operating an employment and training program
shall receive not less than $50,000 in each fis-
cal year.”.

(¢)  ADDITIONAL  MATCHING FUNDS.—Section
16(h)(2) of the Act (7 U.S.C. 2025(h)(2)) is amended by
inserting before the period at the end the following: “, in-
cluding the costs for case management and casework to
facilitate the transition from economic dependency to self-
sufficiency through work™.

(d) REPORTS.—Section 16(h) of the Act (7 U.S.C.
2025(h)) 1s amended—

(1) in paragraph (5)
(A) by striking “(5)(A) The Secretary”
and inserting ““(5) The Secretary”’; and
(B) by striking subparagraph (B); and
(2) by striking paragraph (6).
SEC. 1028. COMPARABLE TREATMENT FOR DISQUALIFICA-
TION.

(a) IN GENERAL.—Section 6 of the Food Stamp Act

of 1977 (7 U.S.C. 2015) is amended by adding at the end
the following:
“(1) COMPARABLE TREATMENT FOR DISQUALIFICA-
TION.—
“(1) IN GENERAL.—If a disqualification is im-

posed on a member of a household for a failure of
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the member to perform an action required under a
Federal, State, or local law relating to a means-test-
ed public¢ assistance program, the State agency may
impose the same disqualification on the member of
the household under the food stamp program.

“(2) RULES AND PROCEDURES.

If a disquali-
fication is imposed under paragraph (1) for a failure
of an individual to perform an action required under
part A of title IV of the Social Security Act (42
U.S.C. 601 et seq.), the State agency may use the
rules and procedures that apply under part A of title
IV of the Act to impose the same disqualification
under the food stamp program.

“(3) APPLICATION AFTER DISQUALIFICATION
PERIOD.—A member of a household disqualified
under paragraph (1) may, after the disqualification
period has expired, apply for benefits under this Act
and shall be treated as a new applicant, except that
a prior disqualification under subsection (d) shall be
considered in determining eligibility.”.

(b) STATE PLAN PROVISIONS.—Section 11(e) of the

Act (7 U.S.C. 2020(e)) 1s amended—

(1) in paragraph (24), by striking “and” at the

end;

*HR 3734 RH



© 00O N O 0o B~ W N PP

N NN NN R P R R R R RR R e
5E WO N B O © 0 N O O A W N R O

37
(2) in paragraph (25), by striking the period at
the end and inserting a semicolon; and
(3) by adding at the end the following:
“(26) the guidelines the State agency uses in
carrying out section 6(i); and”.

(¢) CONFORMING AMENDMENT.—Section 6(d)(2)(A)
of the Act (7 U.S.C. 2015(d)(2)(A)) is amended by strik-
ing “that is comparable to a requirement of paragraph
(1)”.

SEC. 1029. DISQUALIFICATION FOR RECEIPT OF MULTIPLE
FOOD STAMP BENEFITS.

Section 6 of the Food Stamp Act of 1977 (7 U.S.C.
2015), as amended by section 1028, is amended by adding
at the end the following:

“(j) DISQUALIFICATION FOR RECEIPT OF MULTIPLE
Foop Stamp BENEFITS.—An individual shall be ineligible
to participate in the food stamp program as a member
of any household for a 10-year period if the individual is
found by a State agency to have made, or is convicted
in a Federal or State court of having made, a fraudulent
statement or representation with respect to the identity
or place of residence of the individual in order to receive
multiple benefits simultaneously under the food stamp

e ”
program.”.
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SEC. 1030. DISQUALIFICATION OF FLEEING FELONS.
Section 6 of the Food Stamp Act of 1977 (7 U.S.C.
2015), as amended by sections 1028 and 1029, 1s amend-
ed by adding at the end the following:

No

“(k) DISQUALIFICATION OF FLEEING FELONS.
member of a household who is otherwise eligible to partici-
pate in the food stamp program shall be eligible to partici-
pate in the program as a member of that or any other
household during any period during which the individual
1s—

“(1) fleeing to avoid prosecution, or custody or
confinement after conviction, under the law of the
place from which the individual is fleeing, for a
crime, or attempt to commit a crime, that is a felony
under the law of the place from which the individual
is fleeing or that, in the case of New Jersey, is a
high misdemeanor under the law of New Jersey; or

“(2) violating a condition of probation or parole
imposed under a Federal or State law.”.

SEC. 1031. COOPERATION WITH CHILD SUPPORT AGENCIES.

Section 6 of the Food Stamp Act of 1977 (7 U.S.C.
2015), as amended by sections 1028 through 1030, is
amended by adding at the end the following:

“(1) CusTODIAL PARENT’'S COOPERATION WITH

CHILD SUPPORT AGENCIES.
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“(1) IN GENERAL.—At the option of a State
agency, subject to paragraphs (2) and (3), no natu-
ral or adoptive parent or other individual (collec-
tively referred to in this subsection as ‘the individ-
ual’) who is living with and exercising parental con-
trol over a child under the age of 18 who has an ab-
sent parent shall be eligible to participate in the food
stamp program unless the individual cooperates with
the State agency administering the program estab-
lished under part D of title IV of the Social Security
Act (42 U.S.C. 651 et seq.)—

“(A) in establishing the paternity of the
child (if the child is born out of wedlock); and
“(B) in obtaining support for—
(1) the child; or
“(11) the individual and the child.

“(2) GOOD CAUSE FOR NONCOOPERATION.—
Paragraph (1) shall not apply to the individual if
cood cause 1s found for refusing to cooperate, as de-
termined by the State agency in accordance with
standards prescribed by the Secretary in consulta-
tion with the Secretary of Health and Human Serv-
ices. The standards shall take into consideration cir-
cumstances under which cooperation may be against

the best interests of the child.
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“(3) FEES.

Paragraph (1) shall not require
the payment of a fee or other cost for services pro-
vided under part D of title IV of the Social Security
Act (42 U.S.C. 651 et seq.).

“(m) NONCUSTODIAL PARENT’S COOPERATION WITH

CHILD SUPPORT AGENCIES.—

“(1) IN GENERAL.—At the option of a State
agency, subject to paragraphs (2) and (3), a puta-
tive or identified noncustodial parent of a child
under the age of 18 (referred to in this subsection
as ‘the individual’) shall not be eligible to participate
in the food stamp program if the individual refuses
to cooperate with the State agency administering the
program established under part D of title IV of the
Social Security Act (42 U.S.C. 651 et seq.)—

“(A) in establishing the paternity of the
child (if the child is born out of wedlock); and
“(B) in providing support for the child.

“(2) REFUSAL TO COOPERATE.—

“(A) GUIDELINES.

The Secretary, in con-
sultation with the Secretary of IHealth and
Human Services, shall develop guidelines on
what constitutes a refusal to cooperate under

paragraph (1).
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“(B) PrROCEDURES.—The State agency
shall develop procedures, using guidelines devel-
oped under subparagraph (A), for determining
whether an individual is refusing to cooperate
under paragraph (1).

“(3) FrEEs.—Paragraph (1) shall not require

the payment of a fee or other cost for services pro-
vided under part D of title IV of the Social Security
Act (42 U.S.C. 651 et seq.).

“(4) Privacy.—The State agency shall provide
safeguards to restrict the use of information col-
lected by a State agency administering the program
established under part D of title IV of the Social Se-
curity Act (42 U.S.C. 651 et seq.) to purposes for
which the information is collected.”.

SEC. 1032. DISQUALIFICATION RELATING TO CHILD SUP-
PORT ARREARS.
Section 6 of the Food Stamp Act of 1977 (7 U.S.C.
2015), as amended by sections 1028 through 1031, is
amended by adding at the end the following:

“(n) DISQUALIFICATION FOR CHILD SUPPORT AR-

REARS.
“(1) IN GENERAL.—At the option of the State
agency, no individual shall be eligible to participate

in the food stamp program as a member of any
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household during any month that the individual is
delinquent in any payment due under a court order
for the support of a child of the individual.
“(2) ExcreprTiONS.—Paragraph (1) shall not
apply if—
“(A) a court is allowing the individual to
delay payment; or
“(B) the individual is complying with a
payment plan approved by a court or the State
agency designated under part D of title IV of
the Social Security Act (42 U.S.C. 651 et seq.)
to provide support for the child of the individ-
ual.”.
SEC. 1033. WORK REQUIREMENT.
(a) IN GENERAL.—Section 6 of the Food Stamp Act
of 1977 (7 U.S.C. 2015), as amended by sections 1028
through 1032, is amended by adding at the end the follow-
ng:
“(0) WORK REQUIREMENT.—
“(1) DEFINITION OF WORK PROGRAM.—In this
subsection, the term ‘work program’ means—
“(A) a program under the Job Training
Partnership Act (29 U.S.C. 1501 et seq.);
“(B) a program under section 236 of the

Trade Act of 1974 (19 U.S.C. 2296); or
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“(C) a program of employment and train-
ing operated or supervised by a State or politi-
cal subdivision of a State that meets standards
approved by the Governor of the State, includ-
ing a program under section 6(d)(4), other than
a job search program or a job search training
program.

“(2) WORK REQUIREMENT.—Subject to the

other provisions of this subsection, no individual
shall be eligible to participate in the food stamp pro-
eram as a member of any household if, during the
preceding 12-month period, the individual received
food stamp benefits for not less than 4 months dur-

ing which the individual did not—

“(A) work 20 hours or more per week,
averaged monthly; or

“(B) participate in and comply with the re-
quirements of a work program for 20 hours or
more per week, as determined by the State
agency; or

“(C) participate in a program under sec-
tion 20 or a comparable program established by
a State or political subdivision of a State.

“(3) ExceprrioN.—Paragraph (2) shall not

apply to an individual if the individual 15—
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“(A) under 18 or over 50 years of age;

“(B) medically certified as physically or
mentally unfit for employment;

“(C) a parent or other member of a house-
hold with responsibility for a dependent child;

“(D) otherwise exempt under section
6(d)(2); or

“(E) a pregnant woman.

“(4) WAIVER.—

“(A) IN GENERAL.—On the request of a
State agency, the Secretary may waive the ap-
plicability of paragraph (2) to any group of in-
dividuals in the State if the Secretary makes a
determination that the area in which the indi-
viduals reside—

“(1) has an unemployment rate of over

10 percent; or

“(i1) does not have a sufficient num-
ber of jobs to provide employment for the
individuals.

“(B) REPORT.—The Secretary shall report
the basis for a waiver under subparagraph (A)
to the Committee on Agriculture of the House
of Representatives and the Committee on Agri-

culture, Nutrition, and Forestry of the Senate.
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“(5) SUBSEQUENT ELIGIBILITY.—

“(A) IN GENERAL.—Paragraph (2) shall
cease to apply to an individual if, during a 30-
day period, the individual—

“(1) works 80 or more hours;
“(i1) participates in and complies with

the requirements of a work program for 80

or more hours, as determined by a State

agency; or

“(ill) participates in a program under
section 20 or a comparable program estab-
lished by a State or political subdivision of

a State.

“(B) LiaimrrATiON.—During the subsequent
12-month period, the individual shall be eligible
to participate in the food stamp program for
not more than 4 months during which the indi-
vidual does not—

“(1) work 20 hours or more per week,
averaged monthly;
“(i1) participate in and comply with

the requirements of a work program for 20

hours or more per week, as determined by

the State agency; or
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“(ii1) participate in a program under
section 20 or a comparable program estab-
lished by a State or political subdivision of
a State.”.

(b) TRANSITION PROVISION.—Prior to 1 year after
the date of enactment of this Act, the term “preceding
12-month period” in section 6(o) of the Food Stamp Act
of 1977, as amended by subsection (a), means the preced-
ing period that begins on the date of enactment of this
Act.

SEC. 1034. ENCOURAGE ELECTRONIC BENEFIT TRANSFER

SYSTEMS.

(a) IN GENERAL.—Section 7(i) of the Food Stamp

Act of 1977 (7 U.S.C. 2016(1)) 1s amended—
(1) by striking paragraph (1) and inserting the

following:

“(1) ELECTRONIC BENEFIT TRANSFERS.

“(A)  IMPLEMENTATION.—Each  State
agency shall implement an electronic benefit
transfer system in which household benefits de-
termined under section 8(a) or 26 are issued
from and stored in a central databank before
October 1, 2002, unless the Secretary provides

a waiver for a State agency that faces unusual
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barriers to implementing an electronic benefit
transfer system.

“(B) TIMELY IMPLEMENTATION.—State
agencies are encouraged to implement an elec-
tronic benefit transfer system under subpara-
oraph (A) as soon as practicable.

“(C)  STATE FLEXIBILITY.—Subject to
paragraph (2), a State agency may procure and
implement an electronic benefit transfer system
under the terms, conditions, and design that
the State agency considers appropriate.

“(D) OPERATION.—An electronic benefit
transfer system should take into account gen-
erally accepted standard operating rules based
on—

“(1)  commercial electronic  funds
transfer technology;

“(i1) the need to permit interstate op-
eration and law enforcement monitoring;
and

“(i11) the need to permit monitoring
and investigations by authorized law en-
forcement agencies.”’;

(2) in paragraph (2)—
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(A) by striking ‘“effective no later than
April 1, 1992,7;
(B) in subparagraph (A)—
(i) by striking “, in any 1 year,”; and
(i1) by striking “on-line”’;
(C) by striking subparagraph (D) and in-
serting the following:

“(D)(1) measures to maximize the security of a
system using the most recent technology available
that the State agency considers appropriate and cost
effective and which may include personal identifica-
tion numbers, photographic identification on elec-
tronic benefit transfer cards, and other measures to
protect against fraud and abuse; and

“(1) effective not later than 2 years after the
effective date of this clause, to the extent prac-
ticable, measures that permit a system to differen-
tiate items of food that may be acquired with an al-
lotment from items of food that may not be acquired
with an allotment.”;

(D) in subparagraph (G), by striking

“and” at the end;

(E) in subparagraph (II), by striking the
period at the end and inserting “‘; and”; and

(F') by adding at the end the following:
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“(I) procurement standards.”’; and
)

(3) by adding at the end the following:

“(7) REPLACEMENT OF BENEFITS.—Regula-
tions issued by the Secretary regarding the replace-
ment of benefits and liability for replacement of ben-
efits under an electronic benefit transfer system
shall be similar to the regulations in effect for a
paper food stamp issuance system.

“(8) REPLACEMENT CARD FEE.—A State agen-
cy may collect a charge for replacement of an elec-
tronic benefit transfer card by reducing the monthly
allotment of the household receiving the replacement
card.

“(9) OPTIONAL PHOTOGRAPHIC IDENTIFICA-
TION.—

“(A) IN GENERAL.—A State agency may
require that an electronic benefit card contain

a photograph of 1 or more members of a house-

hold.

“(B) OTHER AUTHORIZED USERS.—If a
State agency requires a photograph on an elec-
tronic benefit card under subparagraph (A), the

State agency shall establish procedures to en-

sure that any other appropriate member of the
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household or any authorized representative of

the household may utilize the card.

“(10) APPLICATION OF ANTI-TYING RESTRIC-
TIONS TO ELECTRONIC BENEFIT TRANSFER SYS-
TEMS.—

“(A) IN GENERAL.—A company shall not
sell or provide electronic benefit transfer serv-
ices, or fix or vary the consideration for such
services, on the condition or requirement that
the customer—

“(1) obtain some additional point-of-
sale service from the company or any affili-
ate of the company; or

‘(1) not obtain some additional point-
of-sale service from a competitor of the
company or competitor of any affiliate of

the company.

“(B) DEFINITIONS.—In this paragraph—
“(1) AFFILIATE.—The term ‘affiliate’
shall have the same meaning as in section
2(k) of the Bank Holding Company Act.
“(i1) CompANY.—The term ‘company’
shall have the same meaning as in section
106(a) of the Bank IHolding Company Act
Amendments of 1970, but shall not include
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a bank, bank holding company, or any sub-
sidiary of a bank holding company.

“(i11) ELECTRONIC BENEFIT TRANS-
FER SERVICE.—The term ‘electronic bene-
fit transfer service’ means the processing
of electronic transfers of household bene-
fits determined under section 8(a) or 26
where the benefits are—

“(I) 1ssued from and stored in a
central databank;

“(II) electronically accessed by
household members at the point of
sale; and

“(ITI) provided by a Kederal or
state government.

“(iv) POINT-OF-SALE SERVICE.—The
term ‘point-of-sale service’ means any
product or service related to the electronic
authorization and processing of payments
for merchandise at a retail food store, in-
cluding but not limited to credit or debit
card services, automated teller machines,
point-of-sale terminals, or access to on-line

systems.
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“(C) CONSULTATION WITH THE FEDERAL
RESERVE BOARD.—Before promulgating regula-
tions or interpretations of regulations to carry
out this paragraph, the Secretary shall consult
with the Board of Governors of the Federal Re-
serve System.”.

(b) SENSE OF CONGRESS.—It is the sense of Con-
oress that a State that operates an electronic benefit
transfer system under the Food Stamp Act of 1977 (7
U.S.C. 2011 et seq.) should operate the system in a man-
ner that is compatible with electronic benefit transfer sys-
tems operated by other States.

SEC. 1035. VALUE OF MINIMUM ALLOTMENT.

The proviso in section 8(a) of the Food Stamp Act
of 1977 (7 U.S.C. 2017(a)) is amended by striking ““, and
shall be adjusted’” and all that follows through “$5”.

SEC. 1036. BENEFITS ON RECERTIFICATION.

Section 8(¢)(2)(B) of the Food Stamp Act of 1977
(7 U.S.C. 2017(¢)(2)(B)) is amended by striking ‘‘of more
than one month”.

SEC. 1037. OPTIONAL COMBINED ALLOTMENT FOR EXPE-
DITED HOUSEHOLDS.

Section 8(¢) of the Food Stamp Act of 1977 (7

U.S.C. 2017(c)) is amended by striking paragraph (3) and

inserting the following:
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“(3) OPTIONAL COMBINED ALLOTMENT FOR

EXPEDITED HOUSEHOLDS.

A State agency may
provide to an eligible household applying after the
15th day of a month, in lieu of the initial allotment
of the household and the regular allotment of the
household for the following month, an allotment that
18 equal to the total amount of the initial allotment
and the first regular allotment. The allotment shall
be provided in accordance with section 11(e)(3) in
the case of a household that is not entitled to expe-
dited service and in accordance with paragraphs (3)
and (9) of section 11(e) in the case of a household
that is entitled to expedited service.”.

1038. FAILURE TO COMPLY WITH OTHER MEANS-

TESTED PUBLIC ASSISTANCE PROGRAMS.

Section 8 of the Food Stamp Act of 1977 (7 U.S.C.

2017) is amended by striking subsection (d) and inserting

the following:

“(d) REDUCTION OF PUBLIC ASSISTANCE BENE-

FITS.—

“(1) IN GENERAL.—If the benefits of a house-
hold are reduced under a Federal, State, or local law
relating to a means-tested public assistance program

for the failure of a member of the household to per-
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1 form an action required under the law or program,
2 for the duration of the reduction—
3 “(A) the household may not receive an in-
4 creased allotment as the result of a decrease in
5 the income of the household to the extent that
6 the decrease 1s the result of the reduction; and
7 “(B) the State agency may reduce the al-
8 lotment of the household by not more than 25
9 percent.
10 “(2) RULES AND PROCEDURES.—If the allot-
11 ment of a household is reduced under this subsection
12 for a failure to perform an action required under
13 part A of title IV of the Social Security Act (42
14 U.S.C. 601 et seq.), the State agency may use the
15 rules and procedures that apply under part A of title
16 IV of the Act to reduce the allotment under the food
17 stamp program.”.
18 SEC. 1039. ALLOTMENTS FOR HOUSEHOLDS RESIDING IN
19 CENTERS.
20 Section 8 of the Food Stamp Act of 1977 (7 U.S.C.
21 2017) is amended by adding at the end the following:
22 “(f) ALLOTMENTS FOR HOUSEHOLDS RESIDING IN
23 CENTERS.—
24 “(1) IN GENERAL.—In the case of an individual
25 who resides in a center for the purpose of a drug or
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(2]

alcoholic treatment program described in the last

sentence of section 3(i), a State agency may provide

an allotment for the individual to—

“(A) the center as an authorized represent-
ative of the individual for a period that is less
than 1 month; and

“(B) the individual, if the individual leaves
the center.

“(2) DIRECT PAYMENT.—A State agency may
require an individual referred to in paragraph (1) to
designate the center in which the individual resides
as the authorized representative of the individual for
the purpose of receiving an allotment.”.

SEC. 1040. CONDITION PRECEDENT FOR APPROVAL OF RE-
TAIL FOOD STORES AND WHOLESALE FOOD
CONCERNS.

Section 9(a)(1) of the Food Stamp Act of 1977 (7
U.S.C. 2018(a)(1)) is amended by adding at the end the
following: “No retail food store or wholesale food concern
of a type determined by the Secretary, based on factors
that include size, location, and type of items sold, shall
be approved to be authorized or reauthorized for participa-
tion in the food stamp program unless an authorized em-
ployee of the Department of Agriculture, a designee of the

Secretary, or, if practicable, an official of the State or local
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covernment designated by the Secretary has visited the
store or concern for the purpose of determining whether
the store or concern should be approved or reauthorized,
as appropriate.”’.
SEC. 1041. AUTHORITY TO ESTABLISH AUTHORIZATION PE-
RIODS.

Section 9(a) of the Food Stamp Act of 1977 (7
U.S.C. 2018(a)) is amended by adding at the end the fol-
lowing:

“(3) AUTHORIZATION PERIODS.—The Secretary
shall establish specific time periods during which au-
thorization to accept and redeem coupons, or to re-
deem benefits through an electronic benefit transfer
system, shall be valid under the food stamp pro-
oram.”’.

SEC. 1042. INFORMATION FOR VERIFYING ELIGIBILITY FOR
AUTHORIZATION.

Section 9(¢) of the Food Stamp Act of 1977 (7
U.S.C. 2018(¢)) 1s amended—

(1) in the first sentence, by inserting “‘, which
may include relevant income and sales tax filing doc-
uments,” after “‘submit information”; and

(2) by inserting after the first sentence the fol-
lowing: “The regulations may require retail food

stores and wholesale food concerns to provide writ-
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ten authorization for the Secretary to verify all rel-
evant tax filings with appropriate agencies and to
obtain corroborating documentation from other
sources so that the accuracy of information provided
by the stores and concerns may be verified.”.
SEC. 1043. WAITING PERIOD FOR STORES THAT FAIL TO
MEET AUTHORIZATION CRITERIA.

Section 9(d) of the Food Stamp Act of 1977 (7
U.S.C. 2018(d)) is amended by adding at the end the fol-
lowing: “A retail food store or wholesale food concern that
is denied approval to accept and redeem coupons because
the store or concern does not meet criteria for approval
established by the Secretary may not, for at least 6
months, submit a new application to participate in the
program. The Secretary may establish a longer time pe-
riod under the preceding sentence, including permanent
disqualification, that reflects the severity of the basis of
the denial.”.

SEC. 1044. OPERATION OF FOOD STAMP OFFICES.

Section 11 of the Food Stamp Act of 1977 (7 U.S.C.
2020), as amended by sections 1020(b) and 1028(b), is
amended—

(1) in subsection (e)—
(A) by striking paragraph (2) and insert-

ing the following:
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“(2)(A) that the State agency shall establish
procedures governing the operation of food stamp of-
fices that the State agency determines best serve
households in the State, including households with
special needs, such as households with elderly or dis-
abled members, households in rural areas with low-
income members, homeless individuals, households
residing on reservations, and households in areas in
which a substantial number of members of low-in-
come households speak a language other than Eng-
lish;

“(B) that in carrying out subparagraph (A), a

State agency-

“(i) shall provide timely, accurate, and fair
service to applicants for, and participants in,
the food stamp program;

“(ii) shall develop an application contain-
ing the information necessary to comply with
this Act;

“(m) shall permit an applicant household
to apply to participate in the program on the
same day that the household first contacts a
food stamp office in person during office hours;

“(iv) shall consider an application that

contains the name, address, and signature of
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the applicant to be filed on the date the appli-
cant submits the application;

“(v) shall require that an adult representa-
tive of each applicant household certify in writ-
ing, under penalty of perjury, that—

“(I) the information contained in the
application 1s true; and

“(II) all members of the household
are citizens or are aliens eligible to receive

food stamps under section 6(f);

“(vi) shall provide a method of certifying
and 1ssuing coupons to eligible homeless individ-
uals, to ensure that participation in the food
stamp program is limited to eligible households;
and

“(vi1) may establish operating procedures
that vary for local food stamp offices to reflect
regional and local differences within the State;
“(C) that nothing in this Act shall prohibit the

use of signatures provided and maintained electroni-
cally, storage of records using automated retrieval
systems only, or any other feature of a State agen-
cy’s application system that does not rely exclusively
on the collection and retention of paper applications

or other records;
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“(D) that the signature of any adult under this
paragraph shall be considered sufficient to comply
with any provision of Federal law requiring a house-
hold member to sign an application or statement;”’;

(B) in paragraph (3), as amended by sec-

tion 1020(b)—

(i) by striking ‘“‘shall—"" and all that
follows through ‘“provide each” and insert-
ing “‘shall provide each”; and

(i) by striking “(B) assist” and all
that follows through “representative of the
State agency;’’;

(C) by striking paragraphs (14) and (25);

(D)(1) by redesignating paragraphs (15)
through (24) as paragraphs (14) through (23),
respectively; and

(i) by redesignating paragraph (26), as

added by section 1028(b), as paragraph (24);

and

(2) m subsection (1)—

(A) by striking “(i) Notwithstanding” and
all that follows through “(2)” and inserting the

following:

“(1) APPLICATION AND DENIAL PROCEDURES.
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Notwith-

“(1)  APPLICATION PROCEDURES.
standing any other provision of law,”’; and

7 striking 5 (3) households” and a

(B) by striking “; (3) h holds” and all

that follows through “title IV of the Social Se-

1
2
3
4
5 curity Act. No”’ and inserting a period and the
6 following:

7 “(2) DENIAL AND TERMINATION.—Other than
8 in a case of disqualification as a penalty for failure
9 to comply with a public assistance program rule or
10 regulation, no”.

11 SEC. 1045. STATE EMPLOYEE AND TRAINING STANDARDS.
12 Section 11(e)(6) of the Food Stamp Act of 1977 (7

13 U.S.C. 2020(e)(6)) is amended:

14 (1) by striking “that (A) the” and inserting
15 “that—

16 “(A) the”;

17 (2) by striking “Act; (B) the” and inserting
18 “Act; and

19 “(B) the;

20 (3) in subparagraph (B), by striking ‘“United
21 States Civil Service Commission” and inserting “‘Of-
22 fice of Personnel Management”; and

23 (4) by striking subparagraphs (C) through (E).

*HR 3734 RH



62

1 SEC. 1046. EXCHANGE OF LAW ENFORCEMENT INFORMA-
2 TION.
3 Section 11(e)(8) of the Food Stamp Act of 1977 (7
4 U.S.C.2020(e)(8)) 1s amended—
5 (1) by striking “‘that (A) such” and inserting
6 the following: “that—
7 “(A) the”;
8 (2) by striking “law, (B) notwithstanding” and
9 inserting the following: “law;
10 “(B) notwithstanding”’;
11 (3) by striking “Act, and (C) such” and insert-
12 ing the following: “Act;
13 “(C) the”; and
14 (4) by adding at the end the following:
15 “(D) notwithstanding any other provision
16 of law, the address, social security number, and,
17 if available, photograph of any member of a
18 household shall be made available, on request,
19 to any Federal, State, or local law enforcement
20 officer if the officer furnishes the State agency
21 with the name of the member and notifies the
22 agency that—
23 “(1) the member—
24 “(I) is fleeing to avoid prosecu-
25 tion, or custody or confinement after
26 conviction, for a erime (or attempt to
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1 commit a crime) that, under the law
2 of the place the member is fleeing, is
3 a felony (or, in the case of New Jer-
4 sey, a high misdemeanor), or is violat-
5 ing a condition of probation or parole
6 imposed under Federal or State law;
7 or
8 “(II) has information that is nec-
9 essary for the officer to conduct an of-
10 ficial duty related to subclause (I);
11 “(i1) locating or apprehending the
12 member is an official duty; and
13 “(i11) the request is being made in the
14 proper exercise of an official duty; and
15 “(E) the safeguards shall not prevent com-
16 pliance with paragraph (16);”.

17 SEC. 1047. EXPEDITED COUPON SERVICE.

18 Section 11(e)(9) of the Food Stamp Act of 1977 (7

19 U.S.C. 2020(e)(9)) is amended:

20 (1) in subparagraph (A)—

21 (A) by striking “five days” and inserting
22 “7 days”’; and

23 (B) by inserting “and’ at the end;

24 (2) by striking subparagraphs (B) and (C);
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(3) by redesignating subparagraph (D) as sub-
paragraph (B); and
(4) in subparagraph (B), as redesignated by
paragraph (3), by striking “, (B), or (C)”.
SEC. 1048. WITHDRAWING FAIR HEARING REQUESTS.
Section 11(e)(10) of the Food Stamp Act of 1977 (7
U.S.C. 2020(e)(10)) is amended by inserting before the
semicolon at the end a period and the following: “At the
option of a State, at any time prior to a fair hearing deter-
mination under this paragraph, a household may with-
draw, orally or in writing, a request by the household for
the fair hearing. If the withdrawal request is an oral re-
quest, the State agency shall provide a written notice to
the household confirming the withdrawal request and pro-
viding the household with an opportunity to request a
hearing”.
SEC. 1049. INCOME, ELIGIBILITY, AND IMMIGRATION STA-
TUS VERIFICATION SYSTEMS.
Section 11 of the Food Stamp Act of 1977 (7 U.S.C.
2020) is amended—
(1) in subsection (e)(18), as redesignated by
section 1044(1)(D)—
(A) by striking “that information is” and
inserting “‘at the option of the State agency,

that information may be”’; and
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(B) by striking ‘“shall be requested” and
inserting ‘“may be requested’’; and

(2) by adding at the end the following:

“(p) STATE VERIFICATION OPTION.—Notwithstand-
ing any other provision of law, in carrying out the food
stamp program, a State agency shall not be required to
use an income and eligibility or an immigration status ver-
ification system established under section 1137 of the So-
cial Security Act (42 U.S.C. 1320b-7).".

SEC. 1050. DISQUALIFICATION OF RETAILERS WHO INTEN-
TIONALLY SUBMIT FALSIFIED APPLICATIONS.

Section 12(b) of the Food Stamp Act of 1977 (7
U.S.C. 2021(b)) 1s amended—

(1) in paragraph (2), by striking “and” at the
end;

(2) in paragraph (3), by striking the period at
the end and inserting “; and”’; and

(3) by adding at the end the following:

“(4) for a reasonable period of time to be deter-
mined by the Secretary, including permanent dis-
qualification, on the knowing submission of an appli-
cation for the approval or reauthorization to accept
and redeem coupons that contains false information
about a substantive matter that was a part of the

application.”.
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SEC. 1051. DISQUALIFICATION OF RETAILERS WHO ARE

DISQUALIFIED UNDER THE WIC PROGRAM.
Section 12 of the Food Stamp Act of 1977 (7 U.S.C.

2021) is amended by adding at the end the following:

1
2
3
4
5 “(2) DISQUALIFICATION OF RETAILERS WIHO ARE
6 DisQuALIFIED UNDER THE WIC PROGRAM.—

7 “(1) IN GENERAL.—The Secretary shall issue
8 regulations providing criteria for the disqualification
9 under this Act of an approved retail food store and
10 a wholesale food concern that is disqualified from
11 accepting benefits under the special supplemental
12 nutrition program for women, infants, and children
13 established under section 17 of the Child Nutrition
14 Act of 1966 (7 U.S.C. 1786).

15 “(2) TERMS.—A disqualification under para-

16 oraph (1)—

17 “(A) shall be for the same length of time
18 as the disqualification from the program re-
19 ferred to in paragraph (1);

20 “(B) may begin at a later date than the
21 disqualification from the program referred to in
22 paragraph (1); and

23 “(C) notwithstanding section 14, shall not
24 be subject to judicial or administrative review.”.
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1 SEC. 1052. COLLECTION OF OVERISSUANCES.

2
3
4

© 00 N O O

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

(a) COLLECTION OF OVERISSUANCES.—Section 13 of

the Food Stamp Act of 1977 (7 U.S.C. 2022) is amend-

(1) by striking subsection (b) and inserting the
following:

“(b) COLLECTION OF OVERISSUANCES.

“(1) IN GENERAL.—Except as otherwise pro-
vided in this subsection, a State agency shall collect

any overissuance of coupons issued to a household

by

“(A) reducing the allotment of the house-
hold;

“(B) withholding amounts from unemploy-
ment compensation from a member of the
household under subsection (¢);

“(C) recovering from Federal pay or a
Federal income tax refund under subsection
(d); or

“(D) any other means.

“(2) COST EFFECTIVENESS.—Paragraph (1)

shall not apply if the State agency demonstrates to
the satisfaction of the Secretary that all of the
means referred to in paragraph (1) are not cost ef-

fective.
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“(3) MAXIMUM REDUCTION ABSENT FRAUD.—
If a household received an overissuance of coupons
without any member of the household being found
ineligible to participate in the program under section
6(b)(1) and a State agency elects to reduce the allot-
ment of the household under paragraph (1)(A), the
State agency shall not reduce the monthly allotment
of the household under paragraph (1)(A) by an
amount in excess of the greater of—
“(A) 10 percent of the monthly allotment
of the household; or
“(B) $10.

“(4) PROCEDURES.—A State agency shall col-

lect an overissuance of coupons issued to a house-
hold under paragraph (1) in accordance with the re-
quirements established by the State agency for pro-
viding notice, electing a means of payment, and es-
tablishing a time schedule for payment.”; and

(2) 1 subsection (d)—

(A) by striking “‘as determined under sub-
section (b) and except for claims arising from
an error of the State agency,” and inserting *,
as determined under subsection (b)(1),”; and

(B) by inserting before the period at the

end the following: “or a Federal income tax re-
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fund as authorized by section 3720A of title 31,
United States Code”.

(b) CONFORMING AMENDMENTS.—Section 11(e)(8)

of the Act (7 U.S.C. 2020(e)(8)) 1s amended

(1) by striking “and excluding claims’ and all
that follows through “‘such section’; and

(2) by inserting before the semicolon at the end
the following: “or a Federal income tax refund as
authorized by section 3720A of title 31, United

States Code”.

(¢) RETENTION RATE.—Section 16(a) of the Aect (7
U.S.C. 2025(a)) is amended by striking “25 percent dur-
ing the period beginning October 1, 1990” and all that
follows through “‘error of a State agency” and inserting
the following: “25 percent of the overissuances collected
by the State agency under section 13, except those
overissuances arising from an error of the State agency”.
SEC. 1053. AUTHORITY TO SUSPEND STORES VIOLATING

PROGRAM REQUIREMENTS PENDING ADMIN-
ISTRATIVE AND JUDICIAL REVIEW.

Section 14(a) of the Food Stamp Act of 1977 (7
U.S.C. 2023(a)) 1s amended—

(1) by redesignating the first through seven-
teenth sentences as paragraphs (1) through (17), re-

spectively; and
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(2) by adding at the end the following:

“(18) SUSPENSION OF STORES PENDING RE-
VIEW.—Notwithstanding any other provision of this
subsection, any permanent disqualification of a retail
food store or wholesale food concern under para-
oraph (3) or (4) of section 12(b) shall be effective
from the date of receipt of the notice of disqualifica-
tion. If the disqualification is reversed through ad-
ministrative or judicial review, the Secretary shall
not be liable for the value of any sales lost during
the disqualification period.”.

SEC. 1054. EXPANDED CRIMINAL FORFEITURE FOR VIOLA-
TIONS.

(a) FORFEITURE OF ITEMS EXCHANGED IN FOOD
STAMP TRAFFICKING.—The first sentence of section
15(g) of the Food Stamp Act of 1977 (7 U.S.C. 2024(g))
is amended by striking “or intended to be furnished”.

(b) CRIMINAL FORFEITURE.—Section 15 of the Act
(7 U.S.C. 2024) is amended by adding at the end the fol-
lowing:

“(h) CRIMINAL FORFEITURE.—

“(1) IN GENERAL.—In imposing a sentence on
a person convicted of an offense in violation of sub-
section (b) or (¢), a court shall order, in addition to

any other sentence imposed under this subsection,
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that the person forfeit to the United States all prop-

erty described in paragraph (2).

“(2) PROPERTY SUBJECT TO FORFEITURE.—AIl
property, real and personal, used in a transaction or
attempted transaction, to commit, or to facilitate the
commission of, a violation (other than a mis-
demeanor) of subsection (b) or (¢), or proceeds
traceable to a violation of subsection (b) or (¢), shall
be subject to forfeiture to the United States under
paragraph (1).

“(3) INTEREST OF OWNER.—No interest in
property shall be forfeited under this subsection as
the result of any act or omission established by the
owner of the interest to have been committed or
omitted without the knowledge or consent of the

owner.

“(4) PROCEEDS.—The proceeds from any sale
of forfeited property and any monies forfeited under
this subsection shall be used—
“(A) first, to reimburse the Department of
Justice for the costs incurred by the Depart-
ment to initiate and complete the forfeiture pro-
ceeding;
“(B) second, to reimburse the Department

of Agriculture Office of Inspector General for
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any costs the Office incurred in the law enforce-
ment effort resulting in the forfeiture;

“(C) third, to reimburse any Federal or
State law enforcement agency for any costs in-
curred in the law enforcement effort resulting
in the forfeiture; and

“(D) fourth, by the Secretary to carry out
the approval, reauthorization, and compliance
investigations of retail stores and wholesale
food concerns under section 9.”.

SEC. 1055. LIMITATION OF FEDERAL MATCH.

Section 16(a)(4) of the Food Stamp Act of 1977 (7
U.S.C. 2025(a)(4)) is amended by inserting after the
comma at the end the following: “but not including re-
cruitment activities,”.

SEC. 1056. STANDARDS FOR ADMINISTRATION.

(a) IN GENERAL.—Section 16 of the Food Stamp Act
of 1977 (7 U.S.C. 2025) is amended by striking sub-
section (b).

(b) CONFORMING AMENDMENTS.

(1) The first sentence of section 11(g) of the
Act (7 U.S.C. 2020(g)) 1s amended by striking “the
Secretary’s standards for the efficient and effective
administration of the program established under sec-

tion 16(b)(1) or”.
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(2) Section 16(c)(1)(B) of the Act (7 U.S.C.
2025(¢)(1)(B)) 1s amended by striking “pursuant to
subsection (b)”.

SEC. 1057. WORK SUPPLEMENTATION OR SUPPORT PRO-
GRAM.

Section 16 of the Food Stamp Act of 1977 (7 U.S.C.
2025), as amended by section 1056(a), is amended by in-
serting after subsection (a) the following:

“(b) WORK SUPPLEMENTATION OR SUPPORT PRO-
GRAM.—

“(1) DEFINITION OF WORK SUPPLEMENTATION

OR SUPPORT PROGRAM.—In this subsection, the

term ‘work supplementation or support program’

means a program under which, as determined by the

Secretary, public assistance (including any benefits

provided under a program established by the State

and the food stamp program) is provided to an em-
ployer to be used for hiring and employing a public
assistance recipient who was not employed by the
employer at the time the public assistance recipient
entered the program.

“(2) PROGRAM.—A State agency may elect to
use an amount equal to the allotment that would
otherwise be issued to a household under the food

stamp program, but for the operation of this sub-
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section, for the purpose of subsidizing or supporting
a job under a work supplementation or support pro-
oeram established by the State.

“(3) PROCEDURE.—If a State agency makes an
election under paragraph (2) and identifies each
household that participates in the food stamp pro-
oram that contains an individual who is participat-
ing in the work supplementation or support pro-
oram—

“(A) the Secretary shall pay to the State
agency an amount equal to the value of the al-
lotment that the household would be eligible to
receive but for the operation of this subsection;

“(B) the State agency shall expend the
amount received under subparagraph (A) in ac-
cordance with the work supplementation or sup-
port program in lieu of providing the allotment
that the household would receive but for the op-
eration of this subsection;

“(C) for purposes of—

“(1) sections 5 and 8(a), the amount
received under this subsection shall be ex-
cluded from household income and re-

sources; and
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“(11) section 8(b), the amount received
under this subsection shall be considered to
be the value of an allotment provided to

the household; and
“(D) the household shall not receive an al-
lotment from the State agency for the period
during which the member continues to partici-
pate in the work supplementation or support

program.

“(4) OTHER WORK REQUIREMENTS.—No indi-
vidual shall be excused, by reason of the fact that
a State has a work supplementation or support pro-
oram, from any work requirement under section
6(d), except during the periods in which the individ-
ual 1s employed under the work supplementation or
support program.

“(5) LENGTH OF PARTICIPATION.—A State
agency shall provide a deseription of how the public
assistance recipients in the program shall, within a
specific period of time, be moved from supplemented
or supported employment to employment that is not
supplemented or supported.

“(6) DISPLACEMENT.—A work supplementation

or support program shall not displace the employ-
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ment of individuals who are not supplemented or

supported.”’.

SEC. 1058. WAIVER AUTHORITY.

Section 17(b)(1) of the Food Stamp Act of 1977 (7
U.S.C. 2026(b)(1)) 1s amended—

(1) by redesignating subparagraph (B) as sub-

paragraph (C); and

(2) in subparagraph (A)—

(A) by striking the second sentence; and

(B) by striking ‘“benefits to eligible house-

holds, including” and inserting the following:

“benefits to eligible households, and may waive

any requirement of this Act to the extent neec-

essary for the project to be conducted.
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“(B) PROJECT REQUIREMENTS.

“(1) PROGRAM GOAL.—The Secretary
may not conduct a project under subpara-
oraph (A) unless the project is consistent
with the goal of the food stamp program of
providing food assistance to raise levels of

nutrition among low-income individuals.

“(11) PERMISSIBLE PROJECTS.—The
Secretary may conduct a project under

subparagraph (A) to—



© 00O N O 0o B~ W N PP

N N NN DN DD DN P PP PPk PR PR
aa A WO N P O ©W 00 N O O b W N B~ O

*HR 3734 RH

7

“(I) improve program adminis-
tration;

“(IT) increase the self-sufficiency
of food stamp recipients;

“(IIT) test innovative welfare re-
form strategies; and

“(IV) allow greater conformity
with the rules of other programs than
would be allowed but for this para-
oraph.

“(11) IMPERMISSIBLE PROJECTS.

The Secretary may not conduct a project

under subparagraph (A) that—

“(I) involves the payment of the
value of an allotment in the form of
cash, unless the project was approved
prior to the date of enactment of this
subparagraph;

“(IT)  substantially  transfers
funds made available under this Act
to services or benefits provided pri-
marily through another public assist-
ance program; or

“(IIT) is not limited to a specific

time period.
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“(v) ADDITIONAL INCLUDED

PROJECTS.—Pilot or experimental projects

may include”.

SEC. 1059. RESPONSE TO WAIVERS.

Section 17(b)(1) of the Food Stamp Act of 1977 (7

U.S.C. 2026(b)(1)), as amended by section 1058, is

amended by adding at the end the following:

*HR 3734 RH

“(D) RESPONSE TO WAIVERS.

“(1) RESPONSE.—Not later than 60
days after the date of receiving a request
for a waiver under subparagraph (A), the
Secretary shall provide a response that—

“(I) approves the waiver request;

“(ITI) denies the waiver request
and explains any modification needed
for approval of the waiver request;

“(III) denies the waiver request
and explains the grounds for the de-
nial; or

“(IV) requests clarification of the
waiver request.

“(11) FAILURE TO RESPOND.—If the
Secretary does not provide a response in

accordance with clause (1), the waiver shall
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be considered approved, unless the ap-
proval is specifically prohibited by this Act.
“(111) NOTICE OF DENIAL.—On denial

of a waiver request under clause (1)(III),

the Secretary shall provide a copy of the

waiver request and a description of the
reasons for the denial to the Committee on

Agriculture of the House of Representa-

tives and the Committee on Agriculture,

Nutrition, and Forestry of the Senate.”.

SEC. 1060. EMPLOYMENT INITIATIVES PROGRAM.

Section 17 of the Food Stamp Act of 1977 (7 U.S.C.
2026) 1s amended by striking subsection (d) and inserting
the following:

“(d) EMPLOYMENT INITIATIVES PROGRAM.—

“(1) ELECTION TO PARTICIPATE.—

“(A) IN GENERAL.—Subject to the other
provisions of this subsection, a State may elect
to carry out an employment initiatives program
under this subsection.

“(B) REQUIREMENT.—A State shall be eli-
oible to carry out an employment initiatives
program under this subsection only if not less
than 50 percent of the households that received

food stamp benefits during the summer of 1993
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also received benefits under a State program
funded under part A of title IV of the Social
Security Act (42 U.S.C. 601 et seq.) during the
summer of 1993.

“(2) PROCEDURE.—

“(A) IN GENERAL.—A State that has
elected to carry out an employment initiatives
program under paragraph (1) may use amounts
equal to the food stamp allotments that would
otherwise be issued to a household under the
food stamp program, but for the operation of
this subsection, to provide cash benefits in lieu
of the food stamp allotments to the household
if the household is eligible under paragraph (3).

“(B) PAYMENT.—The Secretary shall pay
to each State that has elected to carry out an
employment initiatives program under para-
oraph (1) an amount equal to the value of the
allotment that each household would be eligible
to receive under this Act but for the operation

of this subsection.

“(C) OTHER PROVISIONS.—For purposes
of the food stamp program (other than this

subsection)—
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“(1) cash assistance under this sub-
section shall be considered to be an allot-
ment; and

“(11) each household receiving cash
benefits under this subsection shall not re-
ceive any other food stamp benefit for the
period for which the cash assistance is pro-
vided.

“(D)  ADDITIONAL  PAYMENTS.—Each

State that has elected to carry out an employ-

ment initiatives program under paragraph (1)

shall—
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“(1) increase the cash benefits pro-
vided to each household under this sub-
section to compensate for any State or
local sales tax that may be collected on
purchases of food by any household receiv-
ing cash benefits under this subsection, un-
less the Secretary determines on the basis
of information provided by the State that
the increase is unnecessary on the basis of
the limited nature of the items subject to
the State or local sales tax; and

“(i1) pay the cost of any increase in

cash benefits required by clause (i).
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“(3) EriciBiaty.—A household shall be eligi-

ble to receive cash benefits under paragraph (2) if

an adult member of the household—

“(A) has worked in unsubsidized employ-
ment for not less than the preceding 90 days;

“(B) has earned not less than $350 per
month from the employment referred to in sub-
paragraph (A) for not less than the preceding
90 days;

“(C)(i) 1s receiving benefits under a State
program funded under part A of title IV of the
Social Security Act (42 U.S.C. 601 et seq.); or

“(ii) was receiving benefits under a State
program funded under part A of title IV of the
Social Security Act (42 U.S.C. 601 et seq.) at
the time the member first received cash benefits
under this subsection and is no longer eligible
for the State program because of earned in-
come;

“(D) 1s continuing to earn not less than
$350 per month from the employment referred
to in subparagraph (A); and

“(K) elects to receive cash benefits i lieu

of food stamp benefits under this subsection.

*HR 3734 RH



© 00O N O 0o B~ W N PP

N NN NN R PR R R R R R R R e
5E W N B O © 0 N O U0 A W N R O

83

“(4) EvALUATION.—A State that operates a
program under this subsection for 2 years shall pro-
vide to the Secretary a written evaluation of the im-
pact of cash assistance under this subsection. The
State agency, with the concurrence of the Secretary,
shall determine the content of the evaluation.”.

SEC. 1061. REAUTHORIZATION.

The first sentence of section 18(a)(1) of the Food
Stamp Act of 1977 (7 U.S.C. 2027(a)(1)) is amended by
striking “1991 through 19977 and inserting “1996
through 2002”.

SEC. 1062. SIMPLIFIED FOOD STAMP PROGRAM.

(a) IN GENERAL.—The Food Stamp Act of 1977 (7
U.S.C. 2011 et seq.) is amended by adding at the end
the following:

“SEC. 26. SIMPLIFIED FOOD STAMP PROGRAM.

“(a) DEFINITION OF FEDERAL CosTs.—In this sec-
tion, the term ‘Federal costs’ does not include any Federal
costs incurred under section 17.

“(b) ELECTION.—Subject to subsection (d), a State
may elect to carry out a Simplified Food Stamp Program
(referred to in this section as a ‘Program’), statewide or

in a political subdivision of the State, in accordance with

this section.
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1 “(¢) OPERATION OF PROGRAM.—If a State elects to
2 carry out a Program, within the State or a political sub-
3 division of the State—
4 “(1) a household in which all members receive
5 assistance under a State program funded under part
6 A of title IV of the Social Security Act (42 U.S.C.
7 601 et seq.) shall automatically be eligible to partici-
8 pate in the Program; and
9 “(2) subject to subsection (f), benefits under
10 the Program shall be determined under rules and
11 procedures established by the State under—
12 “(A) a State program funded under part A
13 of title IV of the Social Security Act (42 U.S.C.
14 601 et seq.);
15 “(B) the food stamp program (other than
16 section 27); or
17 “(C) a combination of a State program
18 funded under part A of title IV of the Social
19 Security Act (42 U.S.C. 601 et seq.) and the
20 food stamp program (other than section 27).
21 “(d) APPROVAL OF PROGRAM.—
22 “(1) STATE PLAN.—A State agency may not
23 operate a Program unless the Secretary approves a
24 State plan for the operation of the Program under
25 paragraph (2).
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“(2) APPROVAL OF PLAN.—The Secretary shall
approve any State plan to carry out a Program if
the Secretary determines that the plan—
“(A) complies with this section; and
“(B) contains sufficient documentation
that the plan will not increase Federal costs for
any fiscal year.

“(e) INCREASED FEDERAL COSTS.

“(1) DETERMINATION.—During each fiscal
yvear and not later than 90 days after the end of
each fiscal year, the Secretary shall determine
whether a Program being carried out by a State
agency 1is Increasing Kederal costs under this Act
above the Kederal costs incurred under the food
stamp program in operation in the State or political
subdivision of the State for the fiscal year prior to
the implementation of the Program, adjusted for any
changes in—

“(A) participation;

“(B) the income of participants in the food
stamp program that is not attributable to pub-
lic assistance; and

“(C) the thrifty food plan under section

3(0).
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“(2) NOTIFICATION.—If the Secretary deter-
mines that the Program has increased Federal costs
under this Act for any fiscal year or any portion of
any fiscal year, the Secretary shall notify the State
not later than 30 days after the Secretary makes the
determination under paragraph (1).

“(3) ENFORCEMENT.—

“(A) CORRECTIVE ACTION.—Not later
than 90 days after the date of a notification
under paragraph (2), the State shall submit a
plan for approval by the Secretary for prompt
corrective action that is designed to prevent the
Program from increasing Federal costs under
this Act.

“(B) TERMINATION.—If the State does not
submit a plan under subparagraph (A) or carry
out a plan approved by the Secretary, the Sec-
retary shall terminate the approval of the State
agency operating the Program and the State
agency shall be ineligible to operate a future

Program.

“(f) RULES AND PROCEDURES.

“(1) IN GENERAL.—In operating a Program, a

State or political subdivision of a State may follow
P )

the rules and procedures established by the State or
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political subdivision under a State program funded
under part A of title IV of the Social Security Act
(42 U.S.C. 601 et seq.) or under the food stamp

program.

“(2) STANDARDIZED DEDUCTIONS.—In operat-
ing a Program, a State or political subdivision of a
State may standardize the deductions provided
under section 5(e). In developing the standardized
deduction, the State shall consider the work ex-

penses, dependent care costs, and shelter costs of

participating households.

“(3) REQUIREMENTS.—In operating a Pro-
oram, a State or political subdivision shall comply
with the requirements of—

“(A) subsections (a) through () of section

“(B) section 8(a) (except that the income
of a household may be determined under a
State program funded under part A of title IV
of the Social Security Act (42 U.S.C. 601 et
seq.));

“(C) subsection (b) and (d) of section 8;

“(D) subsections (a), (¢), (d), and (n) of

section 11;
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“(E) paragraphs (8), (12), (16), (18),

(20), (24), and (25) of section 11(e);

“(F) section 11(e)(10) (or a comparable

requirement established by the State under a

State program funded under part A of title IV

of the Social Security Act (42 U.S.C. 601 et

seq.)); and
“(G) section 16.

“(4) LIMITATION ON ELIGIBILITY.—Notwith-
standing any other provision of this section, a house-
hold may not receive benefits under this section as
a result of the eligibility of the household under a
State program funded under part A of title IV of the
Social Security Act (42 U.S.C. 601 et seq.), unless
the Secretary determines that any household with in-
come above 130 percent of the poverty guidelines is
not eligible for the program.”.

(b) STATE PLAN PROVISIONS.—Section 11(e) of the
Act (7 U.S.C. 2020(e)), as amended by sections 1020(b),
1028(b), and 1044, is amended by adding at the end the
following:

“(25) if a State elects to carry out a Simplified
Food Stamp Program under section 26, the plans of
the State agency for operating the program, includ-

ng—
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“(A) the rules and procedures to be fol-
lowed by the State agency to determine food
stamp benefits;

“(B) how the State agency will address the
needs of households that experience high shelter
costs in relation to the incomes of the house-
holds; and

“(C) a description of the method by which
the State agency will carry out a quality control
system under section 16(c¢).”.

(¢) CONFORMING AMENDMENTS.

(1) Section 8 of the Act (7 U.S.C. 2017), as
amended by section 1039, i1s amended—
(A) by striking subsection (e); and
(B) by redesignating subsection (f) as sub-
section (e).
(2) Section 17 of the Act (7 U.S.C. 2026) 1is
amended—
(A) by striking subsection (1); and
(B) by redesignating subsections  (j)
through (1) as subsections (i) through (k), re-

spectively.
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1 SEC. 1063. STATE FOOD ASSISTANCE BLOCK GRANT.
2 (a) IN GENERAL.—The Food Stamp Act of 1977 (7
3 U.S.C. 2011 et seq.), as amended by section 1062, is
4 amended by adding at the end the following:
5 «“SEC. 27. STATE FOOD ASSISTANCE BLOCK GRANT.
6 “(a) DEFINITIONS.—In this section:
7 “(1) FooD ASSISTANCE.—The term ‘food as-
8 sistance’ means assistance that may be used only to
9 obtain food, as defined in section 3(g).
10 “(2) STATE.—The term ‘State’ means each of
11 the 50 States, the District of Columbia, Guam, and
12 the Virgin Islands of the United States.
13 “(b) ESTABLISHMENT.—The Secretary shall estab-

14 lish a program to make grants to States in accordance

15 with this section to provide

16 “(1) food assistance to needy individuals and
17 families residing in the State; and

18 “(2) funds for administrative costs incurred in
19 providing the assistance.

20 “(¢) ELECTION.—

21 “(1) IN GENERAL.—A State may annually elect
22 to participate in the program established under sub-
23 section (b) if the State—

24 “(A) has fully implemented an electronic
25 benefit transfer system that operates in the en-
26 tire State;
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“(B) has a payment error rate under sec-
tion 16(¢) that is not more than 6 percent as
announced most recently by the Secretary; or

“(C) has a payment error rate in excess of
6 percent and agrees to contribute non-Federal
funds for the fiscal year of the grant, for bene-
fits and administration of the State’s food as-
sistance program, the amount determined under
paragraph (2).

“(2) STATE MANDATORY CONTRIBUTIONS.—

“(A) IN GENERAL.—In the case of a State
that elects to participate in the program under
paragraph (1)(C), the State shall agree to con-
tribute, for a fiscal year, an amount equal to—

“(1) the benefits issued in the State;
multiplied by
“(i1) the payment error rate of the

State; minus

“(B)(1) the benefits issued in the State;
multiplied by

“(i1) 6 percent.

“(B) DETERMINATION.—Notwithstanding
sections 13 and 14, the calculation of the con-
tribution shall be based solely on the determina-

tion of the Secretary of the payment error rate.
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“(C) DaTA.—For purposes of implement-
ing subparagraph (A) for a fiscal year, the Sec-
retary shall use the data for the most recent
fiscal year available.

“(3) ELECTION LIMITATION.—

“(A) RE-ENTERING FOOD STAMP PRO-
GRAM.—A State that elects to participate in the
program under paragraph (1) may in a subse-
quent year decline to elect to participate in the
program and instead participate in the food
stamp program in accordance with the other
sections of this Act.

“(B) LIMITATION.—Subsequent to re-en-
tering the food stamp program under subpara-
oraph (A), the State shall only be eligible to
participate in the food stamp program in ac-
cordance with the other sections of this Act and
shall not be eligible to elect to participate in the
program established under subsection (b).

“(4) PROGRAM EXCLUSIVE.—

“(A) IN GENERAL.—A State that is par-
ticipating in the program established under sub-
section (b) shall not be subject to, or receive
any benefit under, this Act except as provided

i this section.
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“(B) CONTRACT WITH FEDERAL GOVERN-

MENT.—Nothing in this section shall prohibit a

State from contracting with the Federal Gov-

ernment for the provision of services or mate-

rials necessary to carry out a program under
this section.

“(d) LEAD AGENCY.—A State desiring to receive a
erant under this section shall designate, in an application
submitted to the Secretary under subsection (e)(1), an ap-
propriate State agency responsible for the administration
of the program under this section as the lead agency.

“(e) APPLICATION AND PLAN.—

“(1) AppricATION.—To be eligible to receive
assistance under this section, a State shall prepare
and submit to the Secretary an application at such
time, in such manner, and containing such informa-
tion as the Secretary shall by regulation require, in-
cluding—

“(A) an assurance that the State will com-
ply with the requirements of this section;

“(B) a State plan that meets the require-
ments of paragraph (3); and

“(C) an assurance that the State will com-
ply with the requirements of the State plan

under paragraph (3).
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“(2) ANNUAL PLAN.—The State plan contained

in the application under paragraph (1) shall be sub-

mitted for approval annually.

“(3) REQUIREMENTS OF PLAN.—
“(A) LEAD AGENCY.—The State plan shall
1dentify the lead agency.

The

“(B) USE OF BLOCK GRANT FUNDS.
State plan shall provide that the State shall use
the amounts provided to the State for each fis-
cal year under this section—

“(1) to provide food assistance to
needy individuals and families residing in
the State, other than residents of institu-
tions who are ineligible for food stamps
under section 3(i); and

“(i1) to pay administrative costs in-
curred in providing the assistance.

“(C) Grouprs SERVED.—The State plan
shall describe how and to what extent the pro-
oram will serve specific groups of individuals
and families and how the treatment will differ
from treatment under the food stamp program
under the other sections of this Act of the indi-
viduals and families, including—

“(1) elderly individuals and families;
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“(11) migrants or seasonal farm-
workers;
“(i11) homeless individuals and fami-
lies;
“(iv) individuals and families who live

in institutions eligible under section 3(i);

“(v) individuals and families with
earnings; and

“(vi) members of Indian tribes or trib-
al organizations.

“(D) ASSISTANCE FOR ENTIRE STATE.—
The State plan shall provide that benefits under
this section shall be available throughout the
entire State.

“(E) NOTICE AND HEARINGS.—The State
plan shall provide that an individual or family
who applies for, or receives, assistance under
this section shall be provided with notice of, and
an opportunity for a hearing on, any action
under this section that adversely affects the in-
dividual or family.

“(F) ASSESSMENT OF NEEDS.—The State

plan shall assess the food and nutrition needs

of needy persons residing in the State.
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“(G) ELIGIBILITY STANDARDS.—The State
plan shall describe the income, resource, and
other eligibility standards that are established
for the receipt of assistance under this section.

“(H) DISQUALIFICATION OF FLEEING FEL-
ONS.—The State plan shall provide for the dis-
qualification of any individual who would be
disqualified from participating in the food
stamp program under section 6(k).

“(I) RECEIVING BENEFITS IN MORE THAN
1 JURISDICTION.—The State plan shall estab-
lish a system for the exchange of information
with other States to verify the identity and re-
ceipt of benefits by recipients.

“(J) Privacy.—The State plan shall pro-
vide for safeguarding and restricting the use
and disclosure of information about any individ-
ual or family receiving assistance under this
section.

“(K) OTHER INFORMATION.—The State
plan shall contain such other information as
may be required by the Secretary.

“(4) APPROVAL OF APPLICATION AND PLAN.—

The Secretary shall approve an application and
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State plan that satisfies the requirements of this
section.

“(f) No INDIVIDUAL OR FAMILY ENTITLEMENT TO

ASSISTANCE.—Nothing in this section—

“(1) entitles any individual or family to assist-
ance under this section; or

“(2) limits the right of a State to impose addi-
tional limitations or conditions on assistance under
this section.

“(2) BENEFITS FOR ALIENS.—

“(1) EvnrciBiniTY.—No individual who is an
alien shall be eligible to receive benefits under a
State plan approved under subsection (e)(4) if the
individual is not eligible to participate in the food
stamp program due to the alien status of the indi-
vidual.

“(2) INCOME.—The State plan shall provide
that the income of an alien shall be determined in
accordance with section 5(1).

“(h) EMPLOYMENT AND TRAINING.—

“(1) WORK REQUIREMENTS.—No individual or

household shall be eligible to receive benefits under
a State plan funded under this section if the individ-

ual or household is not eligible to participate in the
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food stamp program under subsection (d) or (o) of

section 6.

“(2) WORK PROGRAMS.—Kach State shall im-
plement an employment and training program in ac-
cordance with the terms and conditions of section
6(d)(4) for individuals under the program and shall
be eligible to receive funding under section 16(h).
“(1) ENFORCEMENT.—

“(1) REVIEW OF COMPLIANCE WITH STATE
PLAN.—The Secretary shall review and monitor
State compliance with this section and the State
plan approved under subsection (e)(4).

“(2) NONCOMPLIANCE.—

“(A) IN GENERAL.—If the Secretary, after
reasonable notice to a State and opportunity for

a hearing, finds that—

“(1) there has been a failure by the
State to comply substantially with any pro-
vision or requirement set forth in the State
plan approved under subsection (e)(4); or

“(i1) in the operation of any program
or activity for which assistance is provided
under this section, there is a failure by the
State to comply substantially with any pro-

vision of this section;
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the Secretary shall notify the State of the find-

ing and that no further grants will be made to
the State under this section (or, in the case of
noncompliance in the operation of a program or
activity, that no further grants to the State will
be made with respect to the program or activ-
ity) until the Secretary is satisfied that there
1S no longer any failure to comply or that the
noncompliance will be promptly corrected.

“(B) OTHER PENALTIES.—In the case of a
finding of mnoncompliance made pursuant to
subparagraph (A), the Secretary may, in addi-
tion to, or in lieu of, imposing the penalties de-
sceribed in subparagraph (A), impose other ap-
propriate penalties, including recoupment of
money improperly expended for purposes pro-
hibited or not authorized by this section and
disqualification from the receipt of financial as-
sistance under this section.

“(C) NoricE.—The notice required under
subparagraph (A) shall include a specific identi-
fication of any additional penalty being imposed
under subparagraph (B).

“(3) ISSUANCE OF REGULATIONS.—The Sec-

retary shall establish by regulation procedures for—
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“(A) receiving, processing, and determin-
ing the validity of complaints made to the Sec-
retary concerning any failure of a State to com-
ply with the State plan or any requirement of
this section; and

“(B) imposing penalties under this section.

“(J) GRANT.—

“(1) IN GENERAL.—For each fiscal year, the
Secretary shall pay to a State that has an applica-
tion approved by the Secretary under subsection
(e)(4) an amount that is equal to the grant of the
State under subsection (m) for the fiscal year.

“(2) METHOD OF GRANT.—The Secretary shall
make a grant to a State for a fiscal year under this
section by issuing 1 or more letters of credit for the
fiscal year, with necessary adjustments on account
of overpayments or underpayments, as determined
by the Secretary.

“(3) SPENDING OF GRANTS BY STATE.—

“(A) IN GENERAL.—Except as provided in
subparagraph (B), a grant to a State deter-
mined under subsection (m)(1) for a fiscal year
may be expended by the State only in the fiscal

year.
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“(B) CARRYOVER.—The State may reserve
up to 10 percent of a grant determined under
subsection (m)(1) for a fiscal year to provide
assistance under this section in subsequent fis-
cal years, except that the reserved funds may
not exceed 30 percent of the total grant re-
ceived under this section for a fiscal year.
“(4) FOOD ASSISTANCE AND ADMINISTRATIVE

EXPENDITURES.—In each fiscal year, not more than

6 percent of the Federal and State funds required

to be expended by a State under this section shall

be used for administrative expenses.
“(5) PROVISION OF FOOD ASSISTANCE.—A

State may provide food assistance under this section

in any manner determined appropriate by the State,

such as electronic benefit transfer limited to food

purchases, coupons limited to food purchases, or di-

rect provision of commodities.

“(k) Quarrty CoNTROL.—Each State participating
in the program established under this section shall main-
tain a system in accordance with, and shall be subject to
section 16(c), including sanctions and eligibility for incen-
tive payment under section 16(c¢), adjusted for State spe-
cifie characteristics under regulations issued by the Sec-

retary.
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“(1) NONDISCRIMINATION.—

“(1) IN GENERAL.—The Secretary shall not
provide financial assistance for any program,
project, or activity under this section if any person
with responsibilities for the operation of the pro-
oram, project, or activity discriminates with respect
to the program, project, or activity because of race,
religion, color, national origin, sex, or disability.

“(2) ENFORCEMENT.—The powers, remedies,
and procedures set forth in title VI of the Civil
Rights Act of 1964 (42 U.S.C. 2000d et seq.) may
be used by the Secretary to enforce paragraph (1).
“(m) GRANT CALCULATION.—

“(1) STATE GRANT.—

“(A) IN GENERAL.—Except as provided in
subparagraph (B), from the amounts made
available under section 18 for each fiscal year,
the Secretary shall provide a grant to ecach
State participating in the program established
under this section an amount that is equal to
the sum of—

“(1) the greater of, as determined by
the Secretary—
“(I) the total dollar value of all

benefits issued under the food stamp
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program established under this Act by
the State during fiscal year 1994; or

“(IT) the average per fiscal year
of the total dollar value of all benefits
issued under the food stamp program
by the State during each of fiscal
yvears 1992 through 1994; and
“(i1) the greater of, as determined by

the Secretary—

“(I) the total amount received by
the State for administrative costs
under section 16(a) (not including any
adjustment under section 16(c¢)) for
fiscal year 1994; or

“(IT) the average per fiscal year
of the total amount received by the
State for administrative costs under
section 16(a) (not including any ad-
justment under section 16(¢)) for each
of fiscal years 1992 through 1994.

“(B) INSUFFICIENT FUNDS.—If the Sec-

retary finds that the total amount of grants to
which States would otherwise be entitled for a
fiscal year under subparagraph (A) will exceed

the amount of funds that will be made available
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to provide the grants for the fiscal year, the

Secretary shall reduce the grants made to

States under this subsection, on a pro rata

basis, to the extent necessary.

“(2) REDUCTION.—The Secretary shall reduce
the grant of a State by the amount a State has

”

agreed to contribute under subsection (¢)(1)(C).”.

(b) EMPLOYMENT AND TRAINING FUNDING.—Sec-

© 00O N O O B~ W N PP

tion 16(h) of the Act (7 U.S.C. 2025(a)), as amended by
10 section 1027(d)(2), is amended by adding at the end the

11 following:

12 “(6) BLOCK GRANT STATES.—Each State elect-
13 ing to operate a program under section 27 shall—
14 “(A) receive the greater of—

15 “(1) the total dollar value of the funds
16 received under paragraph (1) by the State
17 during fiscal year 1994; or

18 “(i1) the average per fiscal year of the
19 total dollar value of all funds received
20 under paragraph (1) by the State during
21 each of fiscal years 1992 through 1994,
22 and

23 “(B) be eligible to receive funds under
24 paragraph (2), within the limitations in section
25 6(d)(4)(K).”.
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(¢) RESEARCH ON OPTIONAL STATE FOOD ASSIST-
ANCE BLOCK GRANT.—Section 17 of the Act (7 U.S.C.
2026), as amended by section 1062(¢)(2), is amended by
adding at the end the following:

“(1) RESEARCH ON OPTIONAL STATE FOoOD ASSIST-
ANCE BLOCK GRANT.—The Secretary may conduct re-
search on the effects and costs of a State program carried
out under section 27.”.

SEC. 1064. A STUDY OF THE USE OF FOOD STAMPS TO PUR-
CHASE VITAMINS AND MINERALS.

The Secretary of Agriculture shall, in consultation
with the National Academy of Sciences and the Center for
Disease Control and Prevention, conduct a study of the
use of food stamps to purchase vitamins and minerals.
The study shall include an analysis of scientific findings
on the efficacy of and need for vitamins and minerals, in-
cluding the adequacy of vitamin and mineral intake in low
income populations, as shown by existing research and
surveys, and the potential value of nutritional supplements
in filling nutrient gaps that may exist in the population
as a whole or in vulnerable subgroups in the U.S. popu-
lation; the impact of nutritional improvements (including
vitamin or mineral supplementation) on health status and
health care costs for women of childbearing age, pregnant

or lactating women, and the elderly; the cost of vitamin
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and mineral supplements commercially available; the pur-
chasing habits of low income populations with regard to
vitamins and minerals; the impact on the food purchases
of low income households; and the economic impact on ag-
ricultural commodities. The Secretary shall report the re-
sults of the study to the Committee on Agriculture of the
U.S. House of Representatives not later than December
15, 1996.".

SEC. 1065. INVESTIGATIONS.

Section 12(a) of the Food Stamp Act of 1977 (7
U.S.C. 2021(a)) is amended by adding at the end the fol-
lowing:

“Regulations issued pursuant to this Act shall provide cri-
teria for the finding of violations and the suspension or
disqualification of a retail food store or wholesale food con-
cern on the basis of evidence which may include, but is
not limited to, facts established through on-site investiga-
tions, inconsistent redemption data or evidence obtained
through transaction reports under electronic benefit trans-
fer systems.”.

SEC. 1066. FOOD STAMP ELIGIBILITY.

Section 6(f) of the Food Stamp Act of 1977 (7
U.S.C. 2015(f)) 1s amended by striking the third sentence

and nserting the following:

*HR 3734 RH



© 00 N O 0o B~ W N PP

N N NN B R R R R R R R R e
W N P O © 0 N O 00 »h W N B O

107

“The State agency shall, at its option, consider either all
income and financial resources of the individual rendered
ineligible to participate in the food stamp program under
this subsection, or such income, less a pro rata share, and
the financial resources of the ineligible individual, to deter-
mine the eligibility and the value of the allotment of the
household of which such individual is a member.”’.

SEC. 1067. REPORT BY THE SECRETARY.

The Secretary of Agriculture may report to the Com-
mittee on Agriculture of the Iouse of Representatives, not
later than January 1, 2000, on the effect of the food
stamp reforms in the Welfare and Medicaid Reform Act
of 1996 and the ability of State and local governments
to deal with people in poverty. The report must answer
the question: “Did people become more personally respon-
sible and were work opportunities provided such that pov-
erty in America is better managed?”.

SEC. 1068. DEFICIT REDUCTION.

It is the sense of the Committee on Agriculture of
the House of Representatives that reductions in outlays
resulting from this title shall not be taken into account
for purposes of section 552 of the Balanced Budget and

Emergency Deficit Control Act of 1985.
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Subtitle B—Commodity
Distribution Programs
SEC. 1071. EMERGENCY FOOD ASSISTANCE PROGRAM.
(a) DEFINITIONS.—Section 201A of the Emergency
Food Assistance Act of 1983 (Public Law 98-8; 7 U.S.C.
612¢ note) 1s amended to read as follows:

“SEC. 201A. DEFINITIONS.
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“In this Act:

“(1) ADDITIONAL COMMODITIES.—The term
‘additional commodities’ means commodities made
available under section 214 in addition to the com-
modities made available under sections 202 and
203D.

“(2) AVERAGE MONTHLY NUMBER OF UNEM-

PLOYED PERSONS.

The term ‘average monthly
number of unemployed persons’ means the average
monthly number of unemployed
persons in each State in the most recent fiscal year
for which information concerning the number of un-
employed persons is available, as determined by the
Bureau of Labor Statistics of the Department of
Labor.

“(3) ELIGIBLE RECIPIENT AGENCY.—The term
e . , , :
eligible recipient agency’ means a public or non-

profit organization—
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“(A) that administers—

“(1) an emergency feeding organiza-
tion;

“(i1) a charitable institution (including
a hospital and a retirement home, but ex-
cluding a penal institution) to the extent
that the institution serves needy persons;

“(i11) a summer camp for children, or
a child nutrition program providing food
service;

“(iv) a mnutrition project operating
under the Older Americans Act of 1965
(42 U.S.C. 3001 et seq.), including a
project that operates a congregate nutri-
tion site and a project that provides home-
delivered meals; or

“(v) a disaster relief program;

“(B) that has been designated by the ap-

propriate State agency, or by the Secretary;

“(C) that has been approved by the Sec-

retary for participation in the program estab-
lished under this Act.
“(4) EMERGENCY FEEDING ORGANIZATION.—

The term ‘emergency feeding organization” means a
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public or nonprofit organization that administers ac-
tivities and projects (including the activities and
projects of a charitable institution, a food bank, a
food pantry, a hunger relief center, a soup kitchen,
or a similar public or private nonprofit eligible recip-
ient agency) providing nutrition assistance to relieve
situations of emergency and distress through the
provision of food to needy persons, including low-in-
come and unemployed persons.

“(5) Foop BANK.—The term ‘food bank’
means a public or charitable institution that main-
tains an established operation involving the provision
of food or edible commodities, or the products of
food or edible commodities, to food pantries, soup
kitchens, hunger relief centers, or other food or feed-
ing centers that, as an integral part of their normal
activities, provide meals or food to feed needy per-
sons on a regular basis.

“(6) Foop pPANTRY.—The term ‘“food pantry’
means a public or private nonprofit organization
that distributes food to low-income and unemployed
households, including food from sources other than
the Department of Agriculture, to relieve situations

of emergency and distress.
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“(7) POVERTY LINE.—The term ‘poverty line’
has the same meaning given the term in section
673(2) of the Community Services Block Grant Act
(42 U.S.C. 9902(2)).

“(8) Sour KITCHEN.—The term ‘soup kitchen’
means a public or charitable institution that, as an
integral part of the normal activities of the institu-
tion, maintains an established feeding operation to
provide food to needy homeless persons on a regular
basis.

“(9) TOTAL VALUE OF ADDITIONAL COMMOD-

ITIES.—The term ‘total value of additional commod-
ities’ means the actual cost of all additional com-
modities made available under section 214 that are
paid by the Secretary (including the distribution and
processing costs incurred by the Secretary).

“(10) VALUE OF ADDITIONAL COMMODITIES
ALLOCATED TO EACH STATE.—The term ‘value of
additional commodities allocated to each State’
means the actual cost of additional commodities
made available under section 214 and allocated to
each State that are paid by the Secretary (including

the distribution and processing costs incurred by the

Secretary).”.
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(b) STATE PLAN.—Section 202A of the Act (7 U.S.C.

612¢ note) 1s amended to read as follows:
“SEC. 202A. STATE PLAN.

“(a) IN GENERAL.—To receive commodities under
this Act, a State shall submit a plan of operation and ad-
ministration every 4 years to the Secretary for approval.
The plan may be amended at any time, with the approval
of the Secretary.

“(b) REQUIREMENTS.—Each plan shall—

“(1) designate the State agency responsible for
distributing the commodities received under this Act;
“(2) set forth a plan of operation and adminis-
tration to expeditiously distribute commodities under
this Act;
“(3) set forth the standards of eligibility for re-
cipient agencies; and
“(4) set forth the standards of eligibility for in-
dividual or household recipients of commodities,
which shall require—
“(A) mdividuals or households to be com-
prised of needy persons; and
“(B) individual or household members to
be residing in the geographic location served by
the distributing agency at the time of applying

for assistance.
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1 “(¢) STATE ADVISORY BOARD.—The Secretary shall
2 encourage each State receiving commodities under this Act
3 to establish a State advisory board consisting of represent-
4 atives of all interested entities, both public and private,
5 in the distribution of commodities received under this Act
6 in the State.”.
7 (¢) AUTHORIZATION OF APPROPRIATIONS FOR AD-
8 MINISTRATIVE FUNDS.—Section 204(a)(1) of the Act (7
9 U.S.C. 612¢ note) is amended—
10 (1) in the first sentence by striking “for State
11 and local” and all that follows through ‘“‘under this
12 title” and inserting “to pay for the direct and indi-
13 rect administrative costs of the State related to the
14 processing, transporting, and distributing to eligible
15 recipient agencies of commodities provided by the
16 Secretary under this Act and commodities secured
17 from other sources’; and
18 (2) by striking the fourth sentence.
19 (d) DELIVERY OF COMMODITIES.—Section 214 of the

20 Act (7 U.S.C. 612¢ note) is amended—

21 (1) by striking subsections (a) through (e) and
22 (J);

23 (2) by redesignating subsections (f) through (i)
24 as subsections (a) through (d), respectively;
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(3) mn subsection (b), as redesignated by para-
oraph (2)—

(A) in the first sentence, by striking “sub-
section (f) or subsection (j) if applicable,” and
inserting ‘“‘subsection (a)”’; and

(B) in the second sentence, by striking
“subsection (f)” and inserting ‘“‘subsection (a)”’;
(4) by striking subsection (c¢), as redesignated

by paragraph (2), and inserting the following:
“(¢) ADMINISTRATION . —

“(1) IN GENERAL.—Commodities made avail-
able for each fiscal year under this section shall be
delivered at reasonable intervals to States based on
the grants calculated under subsection (a), or reallo-
cated under subsection (b), before December 31 of
the following fiscal year.

“(2) ENTITLEMENT.—Each State shall be enti-
tled to receive the value of additional commodities
determined under subsection (a).”’; and

(5) in subsection (d), as redesignated by para-
eraph (2), by striking “or reduce” and all that fol-
lows through “‘each fiscal year”.

() TECHNICAL AMENDMENTS.—The Act (7 U.S.C.

24 612¢ note) i1s amended—
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(1) in the first sentence of section 203B(a), by
striking “203 and 203A of this Act” and inserting
“203A7;

(2) in section 204(a), by striking “title” each
place it appears and inserting “Act”’;

(3) in the first sentence of section 210(e), by
striking “‘(except as otherwise provided for in section
214(3))”’; and

(4) by striking section 212.

(f) REPORT ON EFAP.—Section 1571 of the Food
Security Act of 1985 (Public Law 99-198; 7 U.S.C. 612¢
note) is repealed.

() AVAILABILITY OF COMMODITIES UNDER THE
Foop Stamr PrRoOGRAM.—The Food Stamp Act of 1977
(7 U.S.C. 2011 et seq.), as amended by sections 1062 and
1063, is amended by adding at the end the following:

“SEC. 28. AVAILABILITY OF COMMODITIES FOR THE EMER-
GENCY FOOD ASSISTANCE PROGRAM.

From amounts

“(a) PURCHASE OF COMMODITIES.
appropriated under this Act, for each of fiscal years 1997
through 2002, the Secretary shall purchase $300,000,000
of a variety of nutritious and useful commodities of the
types that the Secretary has the authority to acquire
through the Commodity Credit Corporation or under sec-

tion 32 of the Act entitled ‘An Act to amend the Agricul-
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tural Adjustment Act, and for other purposes’, approved
August 24, 1935 (7 U.S.C. 612¢), and distribute the com-
modities to States for distribution in accordance with sec-
tion 214 of the Emergency Food Assistance Act of 1983
(Public Law 98-8; 7 U.S.C. 612¢ note).

“(b) BASIS FOR COMMODITY PURCHASES.—In pur-
chasing commodities under subsection (a), the Secretary
shall, to the extent practicable and appropriate, make pur-
chases based on—

“(1) agricultural market conditions;

“(2) preferences and needs of States and dis-
tributing agencies; and

“(3) preferences of recipients.”.

(h) EFFECTIVE DATE.—The amendments made by
subsection (d) shall become effective on October 1, 1996.
SEC. 1072. FOOD BANK DEMONSTRATION PROJECT.

Section 3 of the Charitable Assistance and Food
Bank Act of 1987 (Public Law 100-232; 7 U.S.C. 612¢
note) is repealed.

SEC. 1073. HUNGER PREVENTION PROGRAMS.

The IHunger Prevention Act of 1988 (Public Law

100-435; 7 U.S.C. 612¢ note) is amended—
(1) by striking section 110;
(2) by striking subtitle C of title II; and

(3) by striking section 502.
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SEC. 1074. REPORT ON ENTITLEMENT COMMODITY PROC-

ESSING.
Section 1773 of the Food, Agriculture, Conservation,
and Trade Act of 1990 (Public Law 101-624; 7 U.S.C.
612¢ note) is amended by striking subsection (f).
Subtitle C—Electronic Benefit
Transfer Systems
SEC. 1091. PROVISIONS TO ENCOURAGE ELECTRONIC BEN-
EFIT TRANSFER SYSTEMS.
Section 904 of the Electronic Fund Transfer Act (15
U.S.C. 1693b) 1s amended—
(1) by striking ““(d) In the event” and inserting
“(d)  APPLICABILITY TO SERVICE PROVIDERS
Oroer  THaN  CERTAIN  FINANCIAL  INSTITU-

TIONS.

“(1) IN GENERAL.—In the event”; and

(2) by adding at the end the following new
paragraph:

“(2) STATE AND LOCAL GOVERNMENT ELEC-

TRONIC BENEFIT TRANSFER PROGRAMS.

“(A) EXEMPTION GENERALLY.—The dis-
closures, protections, responsibilities, and rem-
edies established under this title, and any regu-
lation prescribed or order issued by the Board
in accordance with this title, shall not apply to
any electronic benefit transfer program estab-
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lished under State or local law or administered
by a State or local government.

“(B) EXCEPTION FOR DIRECT DEPOSIT
INTO RECIPIENT’S ACCOUNT.—Subparagraph
(A) shall not apply with respect to any elec-
tronic funds transfer under an electronic benefit
transfer program for deposits directly into a
consumer account held by the recipient of the
benefit.

“(C) RULE OF CONSTRUCTION.—No provi-
sion of this paragraph may be construed as—

“(1) affecting or altering the protec-
tions otherwise applicable with respect to
benefits established by Federal, State, or
local law; or

“(11) otherwise superseding the appli-
cation of any State or local law.

“(D) ELECTRONIC BENEFIT TRANSFER
PROGRAM DEFINED.—For purposes of this
paragraph, the term ‘electronic benefit transfer
program’—

“(i) means a program under which a
eovernment agency distributes needs-tested
benefits by establishing accounts to be

accessed by recipients electronically, such
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as through automated teller machines, or
point-of-sale terminals; and

“(i1) does not include employment-re-
lated payments, including salaries and pen-
sion, retirement, or unemployment benefits
established by Federal, State, or local gov-

ernments.”’.

TITLE II—COMMITTEE ON

COMMERCE

TABLE OF CONTENTS OF TITLE

Subtitle A—Restructuring Medicaid

See. 2001. Short title of subtitle.
See. 2002. Finding; goals for medicaid restructuring.

See. 2003. Restructuring the medieaid program.

“See. 1500.

“See. 1501.
“See. 1502.
“See. 1503.
“See. 1504.

“See. 1505.
“See. 1506.
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“See. 1511.
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“See. 1513.
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“See. 1521.
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“See. 1523.
“See. 1524.
“See. 1525.
“See. 1526.
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“See. 1529. Sanctions for noncompliance.
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“Sec. 1551. Use of audits to achieve fiscal integrity.
> o
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“See. 1553. Information concerning sanctions taken by State licensing au-
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“Sec. 1554. State fraud control units.
“See. 1555. Recoveries from third parties and others.
“See. 1556. Assignment of rights of payment.
t=) o
“See. 1557. Quality assurance requirements for nursing facilities.
“See. 1558. Other provisions promoting program integrity.

“PART E—GENERAL PROVISIONS

“Sec. 1571, Definitions.

“See. 1572. Treatment of territories.

“See. 1573. Deseription of treatment of Indian Iealth Serviee facilities.
“See. 1574. Application of certain general provisions.

“See. 1575. Optional master drug rebate agreements.

2004. State clection; termination of current program; and transition.
2005. Integration demonstration project.

Subtitle B—Other Provisions

PART 1—INVOLVEMENT OF COMMERCE COMMITTEE IN FEDERAL
FOVERNMENT POSITION REDUCTIONS

2101. Involvement of Commerce Committee in Federal government posi-
tion reductions.

PART 2—RESTRICTING PUBLIC BENEFITS FOR ALIENS

SUBPART A—ELIGIBILITY FOR FEDERAL BENEFITS

2211. Aliens who are not qualified aliens ineligible for Federal publie bene-
fits.

2212. Limited eligibility of qualified aliens for medical assistance.

2213. Five-year limited eligibility of qualified aliens for Federal means-
tested public benefit.

2214. Notification.

SUBPART B—GENERAL PROVISIONS

2221. Definitions.
2222. Verification of eligibility for Federal public benefits.

PART 3—ENERGY ASSISTANCE

2131. Energy assistance.
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Subtitle A—Restructuring
Medicaid
SEC. 2001. SHORT TITLE OF SUBTITLE.

This subtitle may be cited as the “Medicaid Restruc-
turing Act of 1996”.

SEC. 2002. FINDING; GOALS FOR MEDICAID RESTRUCTUR-
ING.

(a) FINDING.—The Congress finds that the National
Governors’ Association on February 6, 1996, adopted
unanimously and on a bipartisan basis goals to guide the
restructuring of the medicaid program.

(b) GOALS FOR RESTRUCTURING.—The following are
the 4 primary goals so adopted:

(1) The basic health care needs of the nation’s
most vulnerable populations must be guaranteed.

(2) The growth in health care expenditures
must be brought under control.

(3) States must have maximum flexibility in the
design and implementation of cost-effective systems
of care.

(4) States must be protected from unantici-
pated program costs resulting from economic flue-
tuations in the business cycle, changing demo-

oraphics, and natural disasters.
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SEC. 2003. RESTRUCTURING THE MEDICAID PROGRAM.

The Social Security Act is amended by inserting after
title XIV the following new title:
“TITLE XV—PROGRAM OF MEDICAL ASSIST-
ANCE FOR LOW-INCOME INDIVIDUALS AND
FAMILIES

“TABLE OF CONTENTS OF TITLE
“Sec. 1500. Purpose; State plans.
“PART A—ELIGIBILITY AND BENEFITS

“Sec. 1501. Guaranteed eligibility and benefits.

“Sec. 1502. Other provisions relating to eligibility and benefits.

“Sec. 1503. Limitations on premiums and cost-sharing.

“Sec. 1504. Description of process for developing capitation payment rates.
“Sec. 1505. Preventing spousal impoverishment.

“Sec. 1506. Preventing family impoverishment.

“Sec. 1507. State flexibility.

“Sec. 1508. Private rights of action.

“PART B—PAYMENTS TO STATES

“Sec. 1511. Allotment of funds among States.
“Sec. 1512. Payments to States.
“Sec. 1513. Limitation on use of funds; disallowance.

“PART C—ESTABLISHMENT AND AMENDMENT OF STATE PLANS

“Sec. 1521. Description of strategic objectives and performance goals.
“Sec. 1522. Annual reports.

“Sec. 1523. Periodic, independent evaluations.

“Sec. 1524, Description of process for State plan development.

“Sec. 1525. Consultation in State plan development.

“Sec. 1526. Submittal and approval of State plans.

“Sec. 1527. Submittal and approval of plan amendments.

“See. 1528. Process for State withdrawal from program.

“Sec. 1529. Sanctions for noncompliance.

“Sec. 1530. Secretarial authority.

“PART D—PROGRAM INTEGRITY AND QUALITY

“Sec. 1551. Use of audits to achieve fiscal integrity.

“Sec. 1552. Fraud prevention program.

“Sec. 1553. Information concerning sanctions taken by State licensing authori-
ties against health care practitioners and providers.

“Sec. 1554. State fraud control units.

“Sec. 1555. Recoveries from third parties and others.

“Sec. 1556. Assignment of rights of payment.

“Sec. 1557, Quality assurance requirements for nursing facilities.
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“Sec. 1558. Other provisions promoting program integrity.

“PART E—GENERAL PROVISIONS

“Sec. 1571. Definitions.

“Sec. 1572. Treatment of territories.

“See. 1573. Description of treatment of Indian Iealth Service facilities.
“See. 1574. Application of certain general provisions.

“See. 1575. Optional master drug rebate agreements.

“SEC. 1500. PURPOSE; STATE PLANS.

“(a) PURPOSE.—The purpose of this title is to pro-
vide funds to States to enable them to provide medical
assistance to low-income individuals and families in a
more effective, efficient, and responsive manner.

“(b) STATE PLAN REQUIRED.—A State is not eligible
for payment under section 1512 unless the State has sub-
mitted to the Secretary under part C a plan (in this title
referred to as a ‘State plan’) that—

“(1) sets forth how the State intends to use the
funds provided under this title to provide medical as-
sistance to needy individuals and families consistent
with the provisions of this title, and

“(2) is approved under such part.

“(¢) CONTINUED APPROVAL.—An approved State
plan shall continue in effect unless and until—

“(1) the State amends the plan under section
1527,

“(2) the State terminates participation under

this title under section 1528, or
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“(3) the Secretary finds substantial noncompli-
ance of the plan with the requirements of this title
under section 1529.

“(d) STATE ENTITLEMENT.—This title constitutes
budget authority in advance of appropriations Acts and
represents the oblication of the Federal Government to
provide for the payment to States of amounts provided
under part B.

“(e) EFFECTIVE DATE.—No State is eligible for pay-
ments under section 1512 for any calendar quarter begin-
ning before October 1, 1996.

“PART A—ELIGIBILITY AND BENEFITS

“SEC. 1501. GUARANTEED ELIGIBILITY AND BENEFITS.
“(a) GUARANTEED COVERAGE AND BENEFITS FOR

CERTAIN POPULATIONS.—

“(1) IN GENERAL.—Each State plan shall pro-
vide for making medical assistance available for ben-
efits in the guaranteed benefit package (as defined
in paragraph (2)) to individuals within each of the
following categories:

“(A) POOR PREGNANT WOMEN.—Pregnant

women with family income below 133 percent of

the poverty line.
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“(B) CHILDREN UNDER 6.—Children
under 6 years of age whose family income does
not exceed 133 percent of the poverty line.

“(C) CHILDREN 6 TO 19.—Children born
after September 30, 1983, who are over 5 years
of age, but under 19 years of age, whose family
immcome does not exceed 100 percent of the pov-
erty line.

As elected

“(D) DISABLED INDIVIDUALS.

by the State under paragraph (3), either
“(1) disabled individuals (as defined
by the State) who meet the income and re-
source standards established under the
plan, or
“(11) individuals who are under 65
years of age, who are disabled (as deter-
mined under section 1614(a)(3)), and who,
using the methodology provided for deter-
mining eligibility for payment of supple-
mental security income benefits under title
XVI, meet the income and resource stand-
ards for payment of such benefits.

“(E) POOR ELDERLY INDIVIDUALS.—Sub-

ject to paragraph (4), elderly individuals who,

using the methodology provided for determining
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eligibility for payment of supplemental security
income benefits under title XVI, meet the in-
come and resource standards for payment of
such benefits.

“(F) CHILDREN RECEIVING FOSTER CARE
OR ADOPTION ASSISTANCE.—Subject to para-
eraph (5), children who meet the requirements
for receipt of foster care maintenance payments
or adoption assistance under title IV.

“(G) CERTAIN LOW-INCOME FAMILIES.—
Subject to paragraph (6), individuals and mem-
bers of families who meet current AFDC in-
come and resource standards (as defined in
paragraph (6)(C)) in the State, determined
using the methodology for determining eligi-
bility for aid under the State plan under part
A or part E of title IV (as in effect as of May
1, 1996).

“(2) GUARANTEED BENEFITS PACKAGE.—In

this title, the term ‘guaranteed benefit package’
means benefits (in an amount, duration, and scope
specified under the State plan) for at least the fol-

lowing categories of services:

“(A) Inpatient and outpatient hospital

services.
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1 “(B) Physicians’ surgical and medical serv-

2 ices.

3 “(C) Laboratory and x-ray services.

4 “(D) Nursing facility services.

5 “(E) Home health care.

6 “(F) Federally-qualified health center serv-

7 ices and rural health clinic services.

8 “(G) Immunizations for children (in ac-

9 cordance with a schedule for immunizations es-
10 tablished by the Health Department of the
11 State in consultation with the State agency re-
12 sponsible for the administration of the plan).
13 “(H) Prepregnancy family planning serv-
14 ices and supplies (as specified by the State).
15 “(I) Prenatal care.
16 “(J) Physician assistance services, pedi-
17 atric and family nurse practitioner services and
18 nurse midwife services.
19 “(K) EPSDT services (as defined in sec-
20 tion 1571(e)) for individuals who are under the
21 age of 21.
22 A State may establish criteria, including utilization
23 review, and cost effectiveness of alternative covered
24 services, for purposes of specifying the amount, du-
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ration, and scope of benefits provided under the
State plan.

“(3) STATE ELECTION OF DISABLED INDIVID-
UALS TO BE GUARANTEED COVERAGE.—

“(A) IN GENERAL.—Each State shall
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specify in its State plan, before the beginning of
each Federal fiscal year, whether to guarantee
coverage of disabled individuals under the plan
under the option deseribed in  paragraph
(1)(D)(1) or under the option described in para-
oraph (1)(D)(ii). An election under this para-
oraph shall continue in effect for the subse-
quent fiscal year unless the election is changed
before the beginning of the fiscal year.
“(B) CONSEQUENCES OF ELECTION.—

“(1) STATE FLEXIBLE DEFINITION OP-
TION.—If a State elects the option de-
seribed in paragraph (1)(D)(1) for a fiscal
year—

“(I) the State plan must provide
under section 1502(¢) for a set aside
of funds for disabled individuals for
the fiscal year, and

“(II) disabled individuals are not

taken into account in determining a
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State supplemental umbrella allotment

under section 1511(g).

“(11) SSI DEFINITION OPTION.—If a
State elects the option deseribed in para-
oraph (1)(D)(i1) for a fiscal year—

“(I) section 1502(¢) shall not
apply for the fiscal year, and

“(IT) the State is eligible for an
increase under section 1511(g) in its
outlay allotment for the fiscal year
based on an increase in the number of
cuaranteed and optional disabled indi-
viduals covered under the plan.

“(4) CONTINUATION OF SPECIAL ELIGIBILITY

STANDARDS FOR SECTION 209(b) STATES.
“(A) IN GENERAL.—A section 209(b)

State (as defined in subparagraph (B)) may
elect to treat any reference in paragraph (1)(E)

to ‘elderly individuals who meet the income and
resource standards for the payment of supple-
mental security income benefits under title
XVT as a reference to ‘elderly individuals who
meet the standards described in the first sen-
tence of section 1902(f) (as in effect on the day

before the date of the enactment of this title)’.
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“(B) SECTION 209(b) STATE DEFINED.—

In subparagraph (A), the term ‘section 209(b)

State’ means a State to which section 1902(f)

applied as of the day before the date of the en-

actment of this title.

“(5) OPTION FOR APPLICATION OF CURRENT
REQUIREMENTS FOR CERTAIN CHILDREN.—A State
may elect to apply paragraph (1)(F) by treating any
reference to ‘requirements for receipt of foster care
maintenance payments or adoption assistance under
title IV’ as a reference to ‘requirements for receipt
of foster care maintenance payments or adoption as-
sistance as in effect under its State plan under part
E of title IV as of the date of the enactment of this
title’.

“(6) SPECIAL RULES FOR LOW-INCOME FAMI-

LIES.

“(A) OPTIONAL USE OF LOWER NATIONAL

AVERAGE STANDARDS.—In the case of a State

m which the current AFDC income and re-
source standards are above the national average
of the current AFDC income and resource
standards for the 50 States and the District of
Columbia, as determined and published by the

Secretary, in applying paragraph (1)(G), the
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State may elect to substitute such national av-

erage income and resource standards for the

current AFDC income and resource standards

in that State.

“(B) OPTIONAL ELIGIBILITY BASED ON

LINK TO OTHER ASSISTANCE.—

*HR 3734 RH

“(1) IN GENERAL.—Subject to clause
(i1), in the case of a State which maintains
a link between eligibility for aid or assist-
ance under one or more parts of title IV
and eligibility for medical assistance under
this title, in applying paragraph (1)(G),
the State may elect to treat any reference
in such paragraph to ‘individuals and
members of families who meet current
AFDC income and resource standards in
the State’ as a reference to ‘members of
families who are receiving assistance under
a State plan under part A or E of title
v,

“(11) LIMITATION ON ELECTION.—A
State may only make the election described
in clause (i) if, and so long as, the State
demonstrates to the satisfaction of the Sec-

retary that the such election does not re-
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sult in Federal expenditures under this

title (taking into account any supplemental

amounts provided pursuant to section

1511(g)) that are greater than the Federal

expenditures that would have been made

under this title if the State had not made
such election.

“(C) CURRENT AFDC INCOME AND RE-
SOURCE STANDARDS DEFINED.—In this sub-
section, the term ‘current AFDC income and
resource standards’ means, with respect to a
State, the income and resource standards for
the payment of assistance under the State plan
under part A or E of title IV (as in effect as
of May 1, 1996).

“(D) MEDICAL ASSISTANCE REQUIRED TO
BE PROVIDED FOR 1 YEAR FOR FAMILIES BE-
COMING INELIGIBLE FOR FAMILY ASSISTANCE
DUE TO INCREASED EARNINGS FROM EMPLOY-
MENT OR COLLECTION OF CHILD SUPPORT.—A
State plan shall provide that if any family be-
comes ineligible to receive assistance under the
State program funded under part A of title IV
as a result of increased earnings from employ-

ment or as a result of the collection or in-
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creased collection of child or spousal support, or
a combination thereof, having received such as-
sistance in at least 3 of the 6 months imme-
diately preceding the month in which such ineli-
oibility begins, the family shall be eligible for
medical assistance under the State plan during
the immediately succeeding 12-month period for
so long as family income is less than the pov-
erty line, and that the family will be appro-
priately notified of such eligibility.

“(7) METHODOLOGY.—Family income shall be
determined for purposes of subparagraphs (A)
through (C) of paragraph (1) in the same manner
(and using the same methodology) as income was
determined under the State medicaid plan under sec-
tion 1902(1) (as in effect as of May 1, 1996).

“(b) GUARANTEED COVERAGE OF MEDICARE PRE-
MIUMS AND COST-SHARING FOR CERTAIN MEDICARE
BENEFICIARIES.—

“(1) GUARANTEED ELIGIBILITY.—Each State
plan shall provide—

“(A) for making medical assistance avail-
able for required medicare cost-sharing (as de-
fined in paragraph (2)) for qualified medicare

beneficiaries described in paragraph (3);
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“(B) for making medical assistance avail-
able for payment of medicare premiums under
section 1818A for qualified disabled and work-
ing individuals deseribed in paragraph (4); and

“(C) for making medical assistance avail-
able for payment of medicare premiums under
section 1839 for individuals who would be quali-
fied medicare beneficiaries described in para-
oraph (3) but for the fact that their income ex-
ceeds 100 percent, but is less than 120 percent,
of the poverty line for a family of the size in-
volved.

“(2) REQUIRED MEDICARE COST-SHARING DE-

FINED.—

“(A) IN GENERAL.—In this subsection, the
term ‘required medicare cost-sharing’ means,
with respect to an individual, costs incurred for
medicare cost-sharing described in paragraphs
(1) through (4) of section 1571(¢) (and, at the
option of a State, section 1571(c)(5)) without
regard to whether the costs incurred were for
items and services for which medical assistance
is otherwise available under the plan.

“(B) LIMITATION ON OBLIGATION FOR

CERTAIN COST-SHARING ASSISTANCE.—In the
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case of medical assistance furnished under this

title for medicare cost-sharing described in

paragraph (2), (3), or (4) of section 1571(¢) re-

lating to the furnishing of a service or item to

a medicare beneficiary, nothing in this title

shall be construed as preventing a State plan—

*HR 3734 RH

“(1) from limiting the assistance to
the amount (if any) by which (I) the
amount that 1s otherwise payable under
the plan for the item or service for eligible
individuals who are not such medicare
beneficiaries (or, if payments for such
items or services are made on a capitated
basis, an amount reasonably related or de-
rived from such capitated payment
amount), exceeds (II) the amount of pay-
ment (if any) made under title XVIII with
respect to the service or item, and

“(11) if the amount described in sub-
clause (II) of clause (1) exceeds the amount
described in subclause (I) of such clause,
from treating the amount paid under title
XVIII as payment in full and not requiring
or providing for any additional medical as-

sistance under this subsection.
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“(3) QUALIFIED MEDICARE BENEFICIARY DE-

FINED.—In this subsection, the term ‘qualified med-

icare beneficiary’ means an individual—

“(A) who is entitled to hospital insurance
benefits under part A of title XVIII (including
an individual entitled to such benefits pursuant
to an enrollment under section 1818, but not
including an individual entitled to such benefits
only pursuant to an enrollment under section
1818A),

“(B) whose income (as determined under
section 1612 for purposes of the supplemental
security income program, except as provided in
paragraph (5)) does not exceed 100 percent of
the poverty line applicable to a family of the
size involved, and

“(C) whose resources (as determined under
section 1613 for purposes of the supplemental
security income program) do not exceed twice
the maximum amount of resources that an indi-
vidual may have and obtain benefits under that
program.

“(4) QUALIFIED DISABLED AND WORKING INDI-

VIDUAL DEFINED.—In this subsection, the term
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‘qualified disabled and working individual’ means an

mdividual—
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“(A) who is entitled to enroll for hospital
msurance benefits under part A of title XVIII
under section 1818A;

“(B) whose income (as determined under
section 1612 for purposes of the supplemental
security income program) does not exceed 200
percent of the poverty line applicable to a fam-
ily of the size involved;

“(C) whose resources (as determined under
section 1613 for purposes of the supplemental
security income program) do not exceed twice
the maximum amount of resources that an indi-
vidual or a couple (in the case of an individual
with a spouse) may have and obtain benefits for
supplemental security income benefits under
title XVI; and

“(D) who is not otherwise eligible for med-
ical assistance under this title.

“(5) INCOME DETERMINATIONS.—

“(A) IN GENERAL.—In determining under
this subsection the income of an individual who
is entitled to monthly insurance benefits under

title II for a transition month (as defined in
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subparagraph (B)) in a year, such income shall
not include any amounts attributable to an in-
crease 1n the level of monthly insurance benefits
payable under such title which have occurred
pursuant to section 215(1) for benefits payable
for months beginning with December of the
previous year.

“(B) TRANSITION MONTH DEFINED.—FKor
purposes of subparagraph (A), the term ‘transi-
tion month’ means each month in a year
through the month following the month in
which the annual revision of the poverty line is
published.

“SEC. 1502. OTHER PROVISIONS RELATING TO ELIGIBILITY
AND BENEFITS.

“(a) OPTIONAL ELIGIBILITY GROUPS FOR WHICH
UMBRELLA SUPPLEMENTAL FUNDING IS AVAILABLE.—
In addition to the guaranteed coverage categories de-
scribed in section 1501 (a)(1), the following are population
oroups with respect to which supplemental allotments may
be made under section 1511(g), but only if (for the indi-
vidual involved) medical assistance is made available under
the State plan for the guaranteed benefit package (as de-

fined in section 1501(a)(2)):
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“(1) CERTAIN DISABLED INDIVIDUALS.—Indi-
viduals (not deseribed in section 1501(a)(1)(D)(11))
who are disabled (as determined wunder section
1614(a)(3)), covered under the State plan, and meet
the eligibility standards for coverage under the State
medicaid plan under title XIX (as in effect as of
May 1, 1996).

“(2) CERTAIN ELDERLY INDIVIDUALS.

Elderly
individuals (not deseribed in section 1501(a)(1)(E))
who are covered under the State plan and who meet
the eligibility standards for coverage under the State
medicaid plan under title XIX (as in effect as of
May 1, 1996) other than solely on the basis of being
an individual desceribed in section 1902(a)(10)(E).

Eligibility under paragraphs (1) and (2) shall be deter-

mined using the methodologies that are not more restric-

tive than the methodologies used under the State medicaid

plan as in effect as of May 1, 1996.

“(b) OTHER PROVISIONS RELATING TO GENERAL

ELIGIBILITY AND BENEFITS.—

“(1) GENERAL DESCRIPTION.—Each State plan
shall include a description (consistent with this title)
of the following:

“(A) ELIGIBILITY GUIDELINES FOR THE

NON-GUARANTEED, NON-UMBRELLA POPU-
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LATION.—The general eligibility guidelines of
the plan for eligible low-income individuals who
are not covered under subsection (a) or (b) of
section 1501 or under subsection (a) of this
section.

“(B) SCOPE  OF  ASSISTANCE.—The
amount, duration, and scope of health care
services and items covered under the plan, in-
cluding differences among different eligible pop-
ulation groups.

“(C) DELIVERY METHOD.—The State’s
approach to delivery of medical assistance, in-
cluding a general description of—

“(1) the wuse (or intended use) of
vouchers, fee-for-service, or managed care
arrangements (such as capitated health
care plans, case management, and case co-
ordination); and

“(11) utilization control systems.

“(D) FEE-FOR-SERVICE BENEFITS.—To
the extent that medical assistance is furnished
on a fee-for-service basis—

“(1) how the State determines the

qualifications of health care providers eligi-

ble to provide such assistance; and
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“(11) how the State determines rates
of reimbursement for providing such as-
sistance.

“(E) COST-SHARING.—Beneficiary  cost-
sharing (if any), including variations in such
cost-sharing by population group or type of
service and financial responsibilities of parents
of recipients who are children and the spouses

of recipients.

“(F) UTILIZATION INCENTIVES.—Incen-
tives or requirements (if any) to encourage the
appropriate utilization of services.

“(G) SUPPORT FOR CERTAIN  HOS-
PITALS.—

“(1) IN GENERAL.—With respect to
hospitals described in clause (i1) located in
the State, a description of the extent to
which provisions are made for expenditures
for items and services furnished by such
hospitals and covered under the State plan.

“(i1) HOSPITALS DESCRIBED.—A hos-
pital described in this clause is a short-
term acute care general hospital or a chil-
dren’s hospital, the low-income utilization

rate of which exceeds the lesser of—
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“(I) 1 standard deviation above
the mean low-income utilization rate
for hospitals receiving payments under
a State plan in the State in which
such hospital is located, or

“(II) 1%  standard deviations
above the mean low-income utilization
rate for hospitals receiving such pay-
ments in the 50 States and the Dis-
trict of Columbia.

‘(1) LOW-INCOME UTILIZATION
RATE.—For purposes of clause (ii), the
term ‘low-income utilization rate’ means,
for a hospital, a fraction (expressed as a
percentage), the numerator of which is the
hospital’s number of patient days attrib-
utable to patients who (for such days) were
eligible for medical assistance under a
State plan or were uninsured in a period,
and the denominator of which is the total
number of the hospital’s patient days in

that period.

“(iv) PATIENT DAYS.—IFor purposes
of clause (ii1), the term ‘patient day’ in-

cludes each day in which—
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“(I) an individual, including a
newborn, is an inpatient in the hos-
pital, whether or not the idividual is
in a specialized ward and whether or
not the individual remains in the hos-
pital for lack of suitable placement
elsewhere; or
“(II) an individual makes one or
more outpatient visits to the hospital.
“(2) CONDITIONS FOR GUARANTEES AND RELA-
TION OF GUARANTEES TO FINANCING.—The guaran-
tees of States required under subsections (a) and (b)
of section 1501 and subsection (d) of this section
are subject to the limitations on payment to the
States provided under section 1511 (including the
provisions of subsection (g), relating to supplemental
umbrella allotments). In submitting a plan under
this title, a State voluntarily agrees to accept pay-
ment amounts provided under such section as full
payment from the Federal Government in return for
providing for the benefits (including the guaranteed
benefit package) under this title.
“(3) SECONDARY PAYMENT.—Nothing in this
section shall be construed as preventing a State

from denying benefits to an individual to the extent
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such benefits are available to the individual under
the medicare program under title XVIII or under
another public or private health care insurance pro-
oram.
“(4) RESIDENCY REQUIREMENT.—In the case
of an individual who—
“(A) 1s deseribed in section 1501(a)(1),
“(B) changed residence from another State
to the State, and
“(C) has resided in the State for less than
180 days,
the State may limit the benefits provided to such in-
dividual in the guaranteed benefits package under
paragraph (2) of section 1501(a) to the amount, du-
ration, and scope of benefits available under the
State plan of the individual’s previous State of resi-
dence.

“(¢) SET-ASIDE OF FUNDS FOR THE LOW-INCOME

DISABLED.—

“(1) IN GENERAL.—In the case of a State that
has elected the option described 1n  section
1501(a)(1)(D)(1) for a fiscal year, the State plan
shall provide that the percentage of funds expended
under the plan for medical assistance for eligible

low-income individuals who are not elderly individ-
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uals and who are eligible for such assistance on the
basis of a disability, including being blind, for the
fiscal year is not less than the minimum low-income-
disabled percentage specified in paragraph (2) of the
total funds expended under the plan for medical as-
sistance for the fiscal year.

“(2) MINIMUM LOW-INCOME-DISABLED PER-
CENTAGE.—The minimum low-income-disabled per-
centage specified in this paragraph for a State is
equal to 90 percent of the percentage of the expendi-
tures under title XIX for medical assistance in the
State during Federal fiscal year 1995 which was at-
tributable to expenditures for medical assistance for
benefits furnished to individuals whose coverage (at
such time) was on a basis directly related to disabil-

ity status, including being blind.

“(3) COMPUTATIONS.—States shall calculate
the minimum percentage under paragraph (2) in a
reasonable manner consistent with reports submitted
to the Secretary for the fiscal years involved and
medical assistance attributable to the exception pro-
vided under section 1903(v)(2) shall not be consid-

ered to be expenditures for medical assistance.

“(d) TRANSITIONAL PAYMENT FOR FKFEDERALLY-

25 QuALIFIED HEALTH CENTER SERVICES AND RURAL
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Hrearntn CLINIC SERVICES.—Each State plan shall pro-
vide that, for Federally-qualified health center services
and rural health cliniec services (as defined in section
1571(f)) furnished under the plan during the first 8 cal-
endar quarters in which the plan is in effect and for which
payment 1s made under the plan, payment shall be made
for such services at a rate based on 100 percent of costs
which are reasonable and related to the cost of furnishing
such services or based on such other tests of reasonable-
ness, as the Secretary prescribes in regulations under sec-
tion 1833(a)(3), or, in the case of services to which those
regulations do not apply, on the same methodology used

under section 1833(a)(3).

“(e) PREEXISTING CONDITION EXCLUSIONS.—Not-
withstanding any other provision of this title—

“(1) a State plan may not deny or exclude cov-
erage of any item or service for an eligible individual
for benefits under the State plan for such item or
service on the basis of a preexisting condition; and

“(2) if a State contracts or makes other ar-
rangements (through the eligible individual or
through another entity) with a capitated health care
organization, insurer, or other entity, for the provi-
sion of items or services to eligible individuals under

the State plan and the State permits such organiza-
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tion, insurer, or other entity to exclude coverage of
a covered item or service on the basis of a preexist-
ing condition, the State shall provide, through its
State plan, for such coverage (through direct pay-
ment or otherwise) for any such covered item or
service denied or excluded on the basis of a preexist-
ing condition.

“(f)  SOLVENCY STANDARDS FOR CAPITATED

HEALTH CARE ORGANIZATIONS.—

“(1) IN GENERAL.—A State may not contract
with a capitated health care organization, as defined
in section 1504(¢)(1), for the provision of medical
assistance under a State plan under which the orga-
nization is—

“(A) at full financial risk, as defined by
the State, unless the organization meets sol-
vencey standards established by the State for
private health maintenance organizations or is
described in paragraph (4) and meets other sol-
vency standards established by the State, or

“(B) is not at such risk, unless the organi-
zation meets solvency standards that are estab-

lished under the State plan.

“(2) TREATMENT OF PUBLIC ENTITIES.—Para-

eraph (1) shall not apply to an organization that is
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a public entity or if the solvency of such organiza-
tion is guaranteed by the State.

“(3) TRANSITION.—In the case of a capitated
health care organization that as of the date of the
enactment of this title has entered into a contract
with a State for the provision of medical assistance
under title XIX under which the organization as-
sumes full financial risk and is receiving capitation
payments, paragraph (1) shall not apply to such or-
canization until 3 years after the date of the enact-
ment of this title.

“(4) ORGANIZATION DESCRIBED.—An organiza-
tion described in this paragraph is a capitated health
organization which is (or is controlled by) one or
more Federally-qualified health centers or rural
health clinics. For purposes of this paragraph, the
term ‘control’ means the possession, whether direct
or indirect, of the power to direct or cause the direc-
tion of the management and policies of a capitated
health organization through membership, board rep-
resentation, or an ownership interest equal to or
oreater than 50.1 percent.

“(o) FORrR SERVICES PROVIDED AT FEDERALLY-
g

24 QuALIFIED HrAaLTH CENTERS AND RURAL HEALTH

25

CLINICS.—
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“(1) IN GENERAL.—Subject to paragraph (2), a
State plan shall provide that the amount of funds
expended under the plan for medical assistance for
services provided at rural health clinics (as defined
in  section 1861(aa)(2)) and Federally-qualified
health centers (as defined in section 1861(aa)(4)),
for eligible low-income individuals for a fiscal year is
not less than 85 percent of the average annual ex-
penditures under title XIX for medical assistance in
the State during Federal fiscal year 1995 which
were attributable to expenditures for medical assist-
ance for rural health clinic services and Federally-
qualified health center services (as defined in section
1905(1)).
“(2) ALTERNATIVE MINIMUM SET-ASIDES.—
“(A) IN GENERAL.—Beginning with fiscal
vear 2001, a State may provide in its State
plan (through an amendment to the plan) for a
lower percentage of expenditures than the mini-
mum percentages specified in paragraph (1) if
the State determines to the satisfaction of the
Secretary that—
“(1) the health care needs of the low-
income populations desceribed in such para-

oraph who are eligible for medical assist-
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ance under the plan during the previous
fiscal year can be reasonably met without
the expenditure of the percentage other-
wise required to be expended;

“(11) the performance goals estab-
lished under section 1521 relating to such
population can reasonably be met with the
expenditure of such lower percentage of
funds; and

“(i11) the health care needs of eligible
low-income individuals residing in medi-
cally underserved rural areas can reason-
ably be met without the level of expendi-
ture for such services otherwise required
and the performance goals established
under section 1521 relating to such indi-
viduals can reasonably be met with such
lower level of expenditures.

“(B) PERIOD OF APPLICATION.—The de-

termination under subparagraph (A) shall be
made for such period as a State may request,
but may not be made for a period of more than
3 consecutive Federal fiscal years (beginning
with the first fiscal year for which the lower

percentage 1s sought). A new determination
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must be made under such subparagraph for any

subsequent period.

“SEC. 1503. LIMITATIONS ON PREMIUMS AND COST-SHAR-

ING.

“(a) LIMITATION ON PREMIUMS.
“(1) NONE FOR GUARANTEED POPULATION.—
The State plan shall not impose any enrollment fee,
premium, or similar charge for eligible individuals
described in subsection (a) or (b) of section 1501 or
section 1502(a).
“(2) INCOME-RELATED FOR OTHER POPU-

LATIONS.

The State plan may impose an enroll-
ment fee, premium, or similar charge for eligible in-
dividuals not described in paragraph (1) if it is re-
lated to the individual’s income (and does not exceed
2 percent of the individual’s gross income).

“(b) LIMITATION ON COST-SHARING.—Subject to

subsection (¢)—

“(1) GUARANTEED POPULATIONS.—With re-
spect to individuals covered under subsection (a) or
(b) of section 1501 or section 1502, the State may
not impose any cost-sharing with respect to items
and services unless the amount is nominal 1in

amount. For purposes of this paragraph, an amount
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1s nominal if it does not exceed 6 percent of the

amount otherwise payable, or, if greater, 50 cents.

“(2) OTHER POPULATIONS.—With respect to
individuals not described in paragraph (1), the State
may not impose any cost-sharing with respect to
items and services unless such cost sharing is pursu-
ant to a public cost-sharing schedule and such cost-
sharing is not in excess of the average, nominal cost-
sharing imposed in the State for health plans offered
by health maintenance organizations (and similar or-
ganizations) for the same or similar items and serv-
ices, as determined by the State insurance commis-
sioner.
“(¢) CERTAIN COST-SHARING PERMITTED.—

“(1) IN GENERAL.—Subject to paragraph (2), a

State may

“(A) impose additional cost-sharing to dis-
courage the inappropriate use of emergency
medical services delivered through a hospital
emergency room, a medical transportation pro-
vider, or otherwise;

“(B) impose additional cost-sharing dif-
ferentially in order to encourage the use of pri-
mary and preventive care and discourage un-

necessary or less economical care; and
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“(C) from imposing additional cost-sharing
based on the failure to participate in employ-
ment training programs, drug or alcohol abuse
treatment, counseling programs, or other pro-
orams promoting personal responsibility.

“(2) LiomrraTioN.—The additional cost-sharing
imposed under paragraph (1) may not result—

“(A) in the case of an individual desecribed
in subsection (b)(1), in ageregate cost-sharing
that exceeds the maximum amount of cost-shar-
ing that may be imposed under subsection
(b)(2) (determined without regard to this sub-
section); or

“(B) in the case of an individual deseribed
in subsection (b)(2), in ageregate cost-sharing
that exceeds twice the maximum amount of
cost-sharing that may be imposed under such
subsection (determined without regard to this
subsection).

“(d) PROHIBITION ON BALANCE BILLING.—An indi-
vidual eligible for benefits for items and services under the
State plan who is furnished such an items or service by
a provider under the plan may not be billed by the provider
for such item or service, other than such amount of cost-

sharing as is permitted with this section.
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“(e) COST-SHARING DEFINED.—In this section, the
term ‘cost-sharing’ includes copayments, deductibles, coin-
surance, and other charges for the provision of health care
services.
“SEC. 1504. DESCRIPTION OF PROCESS FOR DEVELOPING

CAPITATION PAYMENT RATES.

“(a) IN GENERAL.—If a State contracts (or intends
to contract) with a capitated health care organization (as
defined in subsection (¢)(1)) under which the State makes
a capitation payment (as defined in subsection (¢)(2)) to
the organization for providing or arranging for the provi-
sion of medical assistance under the State plan for a group
of services, including at least impatient hospital services
and physicians’ services, the plan shall include a descrip-
tion of the following:
“(1) USE OF ACTUARIAL SCIENCE.—The extent
and manner in which the State uses actuarial

science

“(A) to analyze and project health care ex-
penditures and utilization for individuals en-
rolled (or to be enrolled) in such an organiza-
tion under the State plan, and

“(B) to develop capitation payment rates,
including a brief deseription of the general

methodologies used by actuaries.
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1 “(2) QUALIFICATIONS OF ORGANIZATIONS.—
2 The general qualifications, including any accredita-
3 tion, State licensure or certification, or provider net-
4 work standards, required by the State for participa-
5 tion of capitated health care organizations under the
6 State plan.

7 “(3) DISSEMINATION PROCESS.—The process
8 used by the State under subsection (b) and other-
9 wise to disseminate, before entering into contracts
10 with capitated health care organizations, actuarial
11 information to such organizations on the historical
12 fee-for-service costs (or, if not available, other recent
13 financial data associated with providing covered
14 services) and utilization associated with individuals
15 described in paragraph (1)(A).

16 “(b) PuBrLic NoTICE AND COMMENT.—Under the
17 State plan the State shall provide a process for providing,

18 before the beginning of each contract year—

19 “(1) public notice of—

20 “(A) the amounts of the capitation pay-
21 ments (if any) made under the plan for the con-
22 tract year preceding the public notice, and

23 “(B)(1) the information described under
24 subsection (a)(1) with respect to capitation pay-
25 ments for the contract year involved, or (i)
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amounts of the capitation payments the State

expects to make for the contract year involved,
unless such information is designated as proprietary
and not subject to public disclosure under State law,
and

“(2) an opportunity for receiving public com-
ment on the amounts and information for which no-
tice 1s provided under paragraph (1).

“(¢) DEFINITIONS.—In this title:

“(1) CAPITATED HEALTH CARE ORGANIZA-
TION.—The term ‘capitated health care organiza-
tion” means a health maintenance organization or
any other entity (including a health isuring organi-
zation, managed care organization, prepaid health
plan, integrated service network, or similar entity)
which under State law is permitted to accept capita-
tion payments for providing (or arranging for the
provision of) a group of items and services including
at least inpatient hospital services and physicians’
services.

“(2) CAPITATION PAYMENT.—The term ‘capita-
tion payment’ means, with respect to payment, pay-
ment on a prepaid capitation basis or any other risk
basis to an entity for the entity’s provision (or ar-

ranging for the provision) of a group of items and
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services, including at least inpatient hospital services
and physicians’ services.
“SEC. 1505. PREVENTING SPOUSAL IMPOVERISHMENT.
“(a) SPECIAL TREATMENT FOR INSTITUTIONALIZED

SPOUSES.

“(1) SUPERSEDES OTHER PROVISIONS.—In de-
termining the eligibility for medical assistance of an
institutionalized spouse (as defined in subsection
(h)(1)), the provisions of this section supersede any
other provision of this title which is inconsistent
with them.

“(2) DOES NOT AFFECT CERTAIN DETERMINA-

TIONS.

Except as this section specifically provides,
this section does not apply to—
“(A) the determination of what constitutes
meome or resources, or
“(B) the methodology and standards for
determining and evaluating income and re-
sources.
“(3) NO APPLICATION IN COMMONWEALTIS

AND TERRITORIES.—This section shall only apply to

a State that is one of the 50 States or the District
of Columbia.

“(b) RULES FOR TREATMENT OF INCOME.—
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“(1) SEPARATE TREATMENT OF INCOME.—Dur-
ing any month in which an institutionalized spouse
18 1n the institution, except as provided in paragraph
(2), no income of the community spouse shall be
deemed available to the institutionalized spouse.

“(2) ATTRIBUTION OF INCOME.—In determin-
ing the income of an institutionalized spouse or com-
munity spouse for purposes of the post-eligibility in-
come determination described in subsection (d), ex-
cept as otherwise provided in this section and re-
cardless of any State laws relating to community
property or the division of marital property, the fol-
lowing rules apply:

“(A) NON-TRUST PROPERTY.—Subject to
subparagraphs (C) and (D), in the case of in-
come not from a trust, unless the mstrument
providing the income otherwise specifically pro-
vides—

“(1) if payment of income is made
solely in the name of the institutionalized
spouse or the community spouse, the in-
come shall be considered available only to
that respective spouse,

“(i1) if payment of income is made in

the names of the institutionalized spouse
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and the community spouse, 2 of the in-
come shall be considered available to each
of them, and

“(i11) if payment of income is made in
the names of the institutionalized spouse
or the community spouse, or both, and to
another person or persons, the income
shall be considered available to each spouse
in proportion to the spouse’s interest (or,
if payment is made with respect to both
spouses and no such interest is specified,
2 of the joint interest shall be considered
available to each spouse).

“(B) TRUST PROPERTY.—In the case of a

trust—

*HR 3734 RH

“(1) except as provided in clause (i1),
income shall be attributed in accordance
with the provisions of this title; and

“(11) income shall be considered avail-
able to each spouse as provided in the
trust, or, in the absence of a specific provi-
sion in the trust—

“(I) if payment of income is
made solely to the institutionalized

spouse or the community spouse, the
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income shall be considered available
only to that respective spouse,

“(IT) if payment of income is
made to both the institutionalized
spouse and the community spouse, /4~
of the income shall be considered
available to each of them, and

“(ITI) if payment of income 1is
made to the institutionalized spouse
or the community spouse, or both,
and to another person or persons, the
immcome shall be considered available to
each spouse 1n proportion to the
spouse’s interest (or, if payment is
made with respect to both spouses
and no such interest is specified, 2 of
the joint interest shall be considered
available to each spouse).

“(C) PROPERTY WITH NO INSTRUMENT.—
In the case of income not from a trust in which
there 18 no instrument establishing ownership,
subject to subparagraph (D), 42 of the income
shall be considered to be available to the insti-
tutionalized spouse and V2 to the community

spouse.
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“(D) REBUTTING OWNERSHIP.—The rules
of subparagraphs (A) and (C) are superseded to
the extent that an institutionalized spouse can
establish, by a preponderance of the evidence,
that the ownership interests in income are other

than as provided under such subparagraphs.

“(¢) RULES FOR TREATMENT OF RESOURCES.—

“(1) COMPUTATION OF SPOUSAL SHARE AT

TIME OF INSTITUTIONALIZATION.—

“(A) TorAL JOINT RESOURCES.—There
shall be computed (as of the beginning of the
first continuous period of institutionalization of
the institutionalized spouse)—

‘(1) the total value of the resources to
the extent either the institutionalized
spouse or the community spouse has an
ownership interest, and

“(i1) a spousal share which is equal to
1/2 of such total value.

“(B) ASSESSMENT.—At the request of an
mstitutionalized spouse or community spouse,
at the beginning of the first continuous period
of institutionalization of the institutionalized
spouse and upon the receipt of relevant docu-

mentation of resources, the State shall promptly
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assess and document the total value described
in subparagraph (A)(1) and shall provide a copy
of such assessment and documentation to each
spouse and shall retain a copy of the assess-
ment for use under this section. If the request
1s not part of an application for medical assist-
ance under this title, the State may, at its op-
tion as a condition of providing the assessment,
require payment of a fee not exceeding the rea-
sonable expenses of providing and documenting
the assessment. At the time of providing the
copy of the assessment, the State shall include
a notice indicating that the spouse will have a
rieht to a fair hearing under subsection (e)(2).

“(2) ATTRIBUTION OF RESOURCES AT TIME OF

INITIAL ELIGIBILITY DETERMINATION.—In deter-
mining the resources of an institutionalized spouse
at the time of application for medical assistance
under this title, regardless of any State laws relating
to community property or the division of marital

property—

“(A) except as provided in subparagraph
(B), all the resources held by either the institu-

tionalized spouse, community spouse, or both,
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1 shall be considered to be available to the insti-

2 tutionalized spouse, and

3 “(B) resources shall be considered to be

4 available to an institutionalized spouse, but only

5 to the extent that the amount of such resources

6 exceeds the amount computed under subsection

7 (f)(2)(A) (as of the time of application for med-

8 1cal assistance).

9 “(3) ASSIGNMENT OF SUPPORT RIGHTS.—The
10 istitutionalized spouse shall not be ineligible by rea-
11 son of resources determined under paragraph (2) to
12 be available for the cost of care where—

13 “(A) the institutionalized spouse has as-
14 signed to the State any rights to support from
15 the community spouse,

16 “(B) the institutionalized spouse lacks the
17 ability to execute an assignment due to physical
18 or mental impairment but the State has the
19 right to bring a support proceeding against a
20 community spouse without such assignment, or
21 “(C) the State determines that denial of
22 eligibility would work an undue hardship.

23 “(4) SEPARATE TREATMENT OF RESOURCES
24 AFTER ELIGIBILITY FOR MEDICAL ASSISTANCE ES-
25 TABLISHED.—During the continuous period in which
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an institutionalized spouse is in an institution and
after the month in which an institutionalized spouse
18 determined to be eligible for medical assistance
under this title, no resources of the community
spouse shall be deemed available to the institutional-
1zed spouse.
“(5) RESOURCES DEFINED.—In this section,
the term ‘resources’ does not include—
“(A) resources excluded under subsection
(a) or (d) of section 1613, and
“(B) resources that would be excluded
under section 1613(a)(2)(A) but for the limita-
tion on total value described in such section.

“(d)  PrOTECTING INCOME FOR COMMUNITY

SPOUSE.—

“(1) ALLOWANCES TO BE OFFSET FROM IN-
COME OF INSTITUTIONALIZED SPOUSE.—After an
institutionalized spouse is determined or redeter-
mined to be eligible for medical assistance, in deter-
mining the amount of the spouse’s income that is to
be applied monthly to payment for the costs of care
in the institution, there shall be deducted from the
spouse’s monthly income the following amounts in

the following order:
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“(A) A personal needs allowance (deseribed
in paragraph (2)(A)), in an amount not less
than the amount specified in paragraph (2)(C).

“(B) A community spouse monthly income
allowance (as defined in paragraph (3)), but
only to the extent income of the institutional-
ized spouse 1s made available to (or for the ben-
efit of) the community spouse.

“(C) A family allowance, for each family
member, equal to at least 3 of the amount by
which the amount deseribed in paragraph
(4)(A)(1) exceeds the amount of the monthly in-
come of that family member.

“(D) Amounts for incurred expenses for
medical or remedial care for the institutional-

1zed spouse as provided under paragraph (6).

In subparagraph (C), the term ‘family member’ only
includes minor or dependent children, dependent
parents, or dependent siblings of the institutional-
ized or community spouse who are residing with the

community spouse.

“(2) PERSONAL NEEDS ALLOWANCE.—
“(A) IN GENERAL.—The State plan must
provide that, in the case of an institutionalized

individual or couple described in subparagraph
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(B), in determining the amount of the individ-

ual’s or couple’s income to be applied monthly

to payment for the cost of care in an institu-

tion, there shall be deducted from the monthly

imcome (in addition to other allowances other-

wise provided under the plan) a monthly per-

sonal needs allowance

(1) which is reasonable in amount for
clothing and other personal needs of the
individual (or couple) while in an institu-
tion, and

“(i1) which is not less (and may be
oreater) than the minimum monthly per-
sonal needs allowance described in sub-
paragraph (C).

“(B) INSTITUTIONALIZED INDIVIDUAL OR

COUPLE DEFINED.—In this paragraph, the

term

‘institutionalized individual or couple’

means an individual or married couple—
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“(11) who 1s or are determined to be
eligible for medical assistance under the
State plan.

“(C) MINIMUM ALLOWANCE.—The mini-
mum monthly personal needs allowance de-
seribed in this subparagraph is $40 for an insti-
tutionalized individual and $80 for an institu-
tionalized couple (if both are aged, blind, or dis-
abled, and their incomes are considered avail-
able to each other in determining eligibility).

“(3) COMMUNITY SPOUSE MONTHLY INCOME

ALLOWANCE DEFINED.—

“(A) IN GENERAL.—In this section (except
as provided in subparagraph (B)), the commu-
nity spouse monthly income allowance for a
community spouse is an amount by which—

“(1) except as provided in subsection

(e), the minimum monthly maintenance

needs allowance (established under and in

accordance with paragraph (4)) for the
spouse, exceeds

“(i1) the amount of monthly income
otherwise available to the community
spouse (determined without regard to such

an allowance).
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“(B) COURT ORDERED SUPPORT.—If a
court has entered an order against an institu-
tionalized spouse for monthly income for the
support of the community spouse, the commu-
nity spouse monthly income allowance for the
spouse shall be not less than the amount of the
monthly income so ordered.

“(4) ESTABLISHMENT OF MINIMUM MONTHLY

MAINTENANCE NEEDS ALLOWANCE.—

“(A) IN GENERAL.—Kach State shall es-
tablish a minimum monthly maintenance needs
allowance for each community spouse which,
subject to subparagraph (B), is equal to or ex-
ceeds—

“(1) 150 percent of 12 of the poverty
line applicable to a family unit of 2 mem-
bers, plus

“(i1) an excess shelter allowance (as
defined in paragraph (4)).

A revision of the poverty line referred to in
clause (1) shall apply to medical assistance fur-
nished during and after the second calendar

quarter that begins after the date of publication

of the revision.
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“(B) CAP ON MINIMUM MONTHLY MAINTE-
NANCE NEEDS ALLOWANCE.—The minimum
monthly maintenance needs allowance estab-
lished under subparagraph (A) may not exceed
$1,500 (subject to adjustment under sub-
sections (e) and (2)).

“(5)  EXCESS SHELTER ALLOWANCE DE-
FINED.—In paragraph (4)(A)(ii), the term ‘excess
shelter allowance’ means, for a community spouse,
the amount by which the sum of—

“(A) the spouse’s expenses for rent or
mortgage payment (including principal and in-
terest), taxes and insurance and, in the case of
a condominium or cooperative, required mainte-
nance charge, for the community spouse’s prin-
cipal residence, and

“(B) the standard utility allowance (used
by the State under section 5(e) of the Food
Stamp Act of 1977) or, if the State does not
use such an allowance, the spouse’s actual util-
1ty expenses,

exceeds 30 percent of the amount deseribed in para-
oraph (4)(A)(1), except that, in the case of a con-
dominium or cooperative, for which a maintenance

charge 1s included under subparagraph (A), any al-
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lowance under subparagraph (B) shall be reduced to
the extent the maintenance charge includes utility

expenses.

“(6) TREATMENT OF INCURRED EXPENSES.
With respect to the post-eligibility treatment of in-
come under this section, there shall be disregarded
reparation payments made by the Federal Republic
of Germany and, there shall be taken into account
amounts for incurred expenses for medical or reme-
dial care that are not subject to payment by a third
party, including—

“(A) medicare and other health insurance
premiums, deductibles, or coinsurance, and
“(B) mnecessary medical or remedial care
recognized under State law but not covered
under the State plan under this title, subject
to reasonable limits the State may establish on
the amount of these expenses.
“(e) NOTICE AND FAIR HEARING.—
“(1) NoricE.—Upon—
“(A) a determination of eligibility for med-
ical assistance of an institutionalized spouse, or
“(B) a request by either the institutional-
ized spouse, or the community spouse, or a rep-

resentative acting on behalf of either spouse,
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each State shall notify both spouses (in the case de-
seribed in subparagraph (A)) or the spouse making
the request (in the case described in subparagraph
(B)) of the amount of the community spouse month-
ly income allowance (described 1in  subsection
(d)(1)(B)), of the amount of any family allowances
(described in subsection (d)(1)(C)), of the method
for computing the amount of the community spouse
resources allowance permitted under subsection (f),
and of the spouse’s right to a fair hearing under the
State plan respecting ownership or availability of in-
come or resources, and the determination of the
community spouse monthly income or resource al-
lowance.
“(2) FAIR HEARING.—

“(A) IN GENERAL.—If either the institu-
tionalized spouse or the community spouse is
dissatisfied with a determination of—

“(i) the community spouse monthly
income allowance;

“(i1) the amount of monthly income
otherwise available to the community

spouse (as applied wunder subsection

(d)(3)(A)(i1));
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“(i11) the computation of the spousal
share of resources under subsection (¢)(1);

“(iv) the attribution of resources
under subsection (¢)(2); or

“(v) the determination of the commu-
nity spouse resource allowance (as defined

in subsection (f)(2));
such spouse is entitled to a fair hearing under
the State plan with respect to such determina-
tion if an application for benefits under this
title has been made on behalf of the institu-
tionalized spouse. Any such hearing respecting
the determination of the community spouse re-
source allowance shall be held within 30 days of
the date of the request for the hearing.

“(B) REVISION OF MINIMUM MONTHLY
MAINTENANCE NEEDS ALLOWANCE.—If either
such spouse establishes that the community
spouse needs income, above the level otherwise
provided by the minimum monthly maintenance
needs allowance, due to exceptional cir-
cumstances resulting in significant financial du-
ress, there shall be substituted, for the mini-

mum monthly maintenance needs allowance in
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subsection (d)(3)(A)(1), an amount adequate to
provide such additional income as is necessary.
“(C) REVISION OF COMMUNITY SPOUSE
RESOURCE ALLOWANCE.—If either such spouse
establishes that the community spouse resource
allowance (in relation to the amount of income
cgenerated by such an allowance) is inadequate
to raise the community spouse’s income to the
minimum monthly maintenance needs allow-
ance, there shall be substituted, for the commu-
nity spouse resource allowance under subsection

(f)(2), an amount adequate to provide such a

minimum monthly maintenance needs allow-

ance.
“(f) PERMITTING TRANSFER OF RESOURCES TO
COMMUNITY SPOUSE.—

“(1) IN GENERAL.—An institutionalized spouse
may, without regard to any other provision of the
State plan to the contrary, transfer an amount equal
to the community spouse resource allowance (as de-
fined in paragraph (2)), but only to the extent the
resources of the institutionalized spouse are trans-
ferred to, or for the sole benefit of, the community
spouse. The transfer under the preceding sentence

shall be made as soon as practicable after the date
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of the initial determination of eligibility, taking into

account such time as may be necessary to obtain a

court order under paragraph (3).

“(2) COMMUNITY SPOUSE RESOURCE ALLOW-

ANCE DEFINED.—In paragraph (1), the ‘community
paragrap ; A

spouse resource allowance’ for a community spouse

1s an amount (if any) by which—

“(A) the greatest of—

“(1) $12,000 (subject to adjustment
under subsection (g)), or, if greater (but
not to exceed the amount specified in
clause (i1)(II)) an amount specified under
the State plan,

“(11) the lesser of (I) the spousal
share computed under subsection (¢)(1), or
(II) $60,000 (subject to adjustment under
subsection (2)),

“(im) the amount established under
subsection (e)(2), or

“(1v) the amount transferred under a

court order under paragraph (3);

exceeds

“(B) the amount of the resources other-

wise available to the community spouse (deter-

mined without regard to such an allowance).
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“(3) TRANSFERS UNDER COURT ORDERS.—If a
court has entered an order against an institutional-
ized spouse for the support of the community
spouse, any provisions under the plan relating to
transfers or disposals of assets for less than fair
market value shall not apply to amounts of resources
transferred pursuant to such order for the support
of the spouse or a family member (as defined in sub-
section (d)(1)).

“(e) INDEXING DOLLAR AMOUNTS.—For services
furnished during a calendar year after 1989, the dollar
amounts specified in subsections (d)(3)(C), (£)(2)(A)(@1),
and (f)(2)(A)(1)(IT) shall be increased by the same per-
centage as the percentage increase in the consumer price
index for all urban consumers (all items; U.S. city aver-
age) between September 1988 and the September before
the calendar year involved.

“(h) DEFINITIONS.—In this section:

“(1) INSTITUTIONALIZED SPOUSE.—The term

‘institutionalized spouse’ means an individual—

“(A)(1) who 1s in a medical institution or
nursing facility, or

“(n) at the option of the State (I) who
would be eligible under the State plan under

this title if such individual was in a medical 1n-
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stitution, (II) with respect to whom there has
been a determination that but for the provision
of home or community-based services such indi-
vidual would require the level of care provided
in a hospital, nursing facility or intermediate
care facility for the mentally retarded the cost
of which could be reimbursed under the plan,
and (ITI) who will receive home or community-
based services pursuant the plan; and
“(B) who is married to a spouse who is not
in a medical institution or nursing facility;
but does not include any such individual who is not
likely to meet the requirements of subparagraph (A)
for at least 30 consecutive days.

“(2) COMMUNITY SPOUSE.—The term ‘commu-
nity spouse’ means the spouse of an institutionalized
spouse.

“SEC. 1506. PREVENTING FAMILY IMPOVERISHMENT.
“(a) RESPONSIBILITIES FOR LLONG-TERM AND INSTI-
TUTIONAL CARE GENERALLY.—A State plan may not—

“(1) require an adult child or any other individ-
ual (other than the applicant or recipient of services
or the spouse of such an applicant or recipient) to

contribute to the cost of covered nursing facility
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services, other long-term care services, and hospital
and other institutional services under the plan; and

“(2) take into account with respect to such
services the financial responsibility of any individual
for any applicant or recipient of assistance under the
plan unless such applicant or recipient is such indi-
vidual’s spouse or such individual’s child who is
under age 21 or (with respect to States eligible to
participate in the State program established under
title XVI), 1s blind or permanently and totally dis-
abled, or is blind or disabled as defined in section
1614 (with respect to States which are not eligible

to participate in such program).

“(b) LIMITATIONS ON LIENS.

“(1) IN GENERAL.—No lien may be imposed
against the property of any individual prior to the
individual’s death on account of medical assistance
paid or to be paid on the individual’s behalf under
a State plan, except—

“(A) pursuant to the judgment of a court
on account of benefits incorrectly paid on behalf
of such individual; or

“(B) in the case of the real property of an

mdividual—
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“(i) who is an inpatient in a nursing
facility, intermediate care facility for the
mentally retarded, or other medical institu-
tion, if such individual i1s required, as a
condition of receiving services in such insti-
tution under the plan, to spend for costs of
medical care all but a minimal amount of
the individual’s income required for per-
sonal needs, and

“(11) with respect to whom the State
determines, after notice and opportunity
for a hearing (in accordance with proce-
dures established by the State), that the
individual cannot reasonably be expected to
be discharged from the medical institution

and to return home,

except as provided in paragraph (2).

“(2) EXCEPTION.—No lien may be imposed

under paragraph (1)(B) on such individual’s home

if—

“(A) the spouse of such individual,

“(B) such individual’s child who is under

age 21, or (with respect to States eligible to

participate in the State program established

under title XVI) is blind or permanently and to-
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tally disabled, or (with respect to States which

are not eligible to participate in such program)

1s blind or disabled as defined in section 1614,

or

“(C) a sibling of such individual (who has
an equity interest in such home and who was
residing in such individual’s home for a period
of at least one year immediately before the date
of the individual’s admission to the medical in-
stitution),
is lawfully residing in such home.
“(3) DISSOLUTION UPON RETURN HOME.—Any
lien imposed with respect to an individual pursuant
to paragraph (1)(B) shall dissolve upon that individ-
ual’s discharge from the medical institution and re-
turn home.
“SEC. 1507. STATE FLEXIBILITY.

“(a) STATE FLEXIBILITY IN BENEFITS, GEOGRAPHI-
CAL COVERAGE AREA, AND SELECTION OF PROVIDERS.—
The State under its State plan may—

“(1) specify those items and services for which
medical assistance is provided (consistent with guar-
antees under subsections (a) and (b) of section
1501), the providers which may provide such items

and services, and the amount and frequency of pro-
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viding such items and services (consistent with the
requirements of section 1502(d));

“(2) specify the extent to which the same medi-
cal assistance will be provided in all geographical
areas or political subdivisions of the State, so long
as medical assistance i1s made available in all such
areas or subdivisions;

“(3) specify the extent to which the medical as-
sistance made available to any individual eligible for
medical assistance i1s comparable in amount, dura-
tion, or scope to the medical assistance made avail-
able to any other such individual; and

“(4) specify the extent to which an individual
eligible for medical assistance with respect to an
item or service may choose to obtain such assistance
from any institution, agency, or person qualified to
provide the item or service.

“(b) STATE FLEX1BILITY WITH RESPECT TO MAN-

AGED CARE.—Nothing in this title shall be construed—

“(1) to limit a State’s ability to contract with,
on a capitated basis or otherwise, health care plans
or individual health care providers for the provision
or arrangement of medical assistance,

“(2) to limit a State’s ability to contract with

health care plans or other entities for case manage-

*HR 3734 RH



© 00O N O 0o B~ W N P

N NN NN R P R R R R RR R e
5E W N B O © 0 N O U0 A W N R O

181

ment services or for coordination of medical assist-
ance, or
“(3) to restrict a State from establishing capi-
tation rates on the basis of competition among
health care plans or negotiations between the State
and one or more health care plans.
“SEC. 1508. PRIVATE RIGHTS OF ACTION.

“(a) LaiMITATION ON FKFEDERAL CAUSES OF Ac-
TION.—Except as provided in this section, no person or
entity may bring an action against a State in Federal
court based on its failure to comply with any requirement
of this title.

“(b) STATE CAUSES OF ACTION.—

“(1) ADMINISTRATIVE AND JUDICIAL PROCE-

DURES.—A State plan shall provide for—

“(A) an administrative procedure whereby
an individual alleging a denial of eligibility for
benefits or a denial of benefits under the State
plan may receive a hearing regarding such de-
nial, and

“(B) judicial review, through a private
right of action in a State court by an individual
or class of individuals, regarding such a denial,

but a State may require exhaustion of adminis-
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trative remedies before such an action may be

taken.

The administrative procedure under subparagraph
(A) shall include impartial decision makers and a
fair process and timely decisions.

“(2) WRIT OF CERTIORARI—An individual or
class may file a petition for certiorari before the Su-
preme Court of the United States in a case of a de-
nial of benefits under the State plan to review a de-
termination of the highest court of a State regarding
such denial.

“(3) CONSTRUCTION.—Nothing in this sub-
section shall be construed as requiring a State to
provide a private rigcht of action in State court by
a provider, health plan, or a class of providers or
health plans.

“(¢) SECRETARIAL RELIEF.—

“(1) IN GENERAL.—The Secretary may bring
an action in Federal court against a State and on
behalf of an individual or class of individuals in
order to assure that a State provides benefits to in-
dividuals and classes of individuals as guaranteed
under subsection (a) or (b) of section 1501 under its

State plan.
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“(2) NO PRIVATE RIGHT.—No action may be
brought in any court against the Secretary based on
the Secretary’s bringing, or failure to bring, an ac-
tion under paragraph (1).

“(3) CONSTRUCTION.—Nothing in this title
shall be construed as authorizing the Secretary to
bring an action on behalf of a provider, health plan,
or a class of providers or health plans.

“PART B—PAYMENTS TO STATES

“SEC. 1511. ALLOTMENT OF FUNDS AMONG STATES.

“(a) ALLOTMENTS.

“(1) ComPUTATION.—The Secretary shall pro-
vide for the computation of State oblication and out-
lay allotments in accordance with this section for
each fiscal year beginning with fiscal year 1997.
Nothing in this part shall be construed as authoriz-
ing payment under this part to any State for fiscal
yvear 1996.

“(2) LIMITATION ON OBLIGATIONS.—

“(A) IN GENERAL.—Subject to the suc-
ceeding provisions of this paragraph, the Sec-
retary shall not enter into obligations with any
State under this title for a fiscal year in excess
of the sum of the following allotments for the

State for the fiscal year:
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“(1)  BASE  OBLIGATION  ALLOT-
MENT.—The amount of the base obligation
allotment for that State for the fiscal year
under paragraph (4).

“(11)  SUPPLEMENTAL  ALLOTMENT
FOR CERTAIN ALIENS.—The amount of
any supplemental allotment for that State
for the fiscal year under subsection (f).

“(i11) SUPPLEMENTAL: PER BENE-
FICIARY UMBRELLA  ALLOTMENT.—The
amount of any supplemental per bene-
ficiary umbrella allotment for that State
for the fiscal year under subsection ().

“(1v)  SUPPLEMENTAL  ALLOTMENT

FOR INDIAN HEALTH SERVICES.—The

amount of any supplemental allotment for
that State for the fiscal year under sub-

section (h).

The sum of the base obligation allotments for all

States in any fiscal year (excluding amounts carried

over under subparagraph (B) and excluding changes

in allotments effected under paragraph (4)(D)) shall

not exceed the aggregate limit on new base obliga-

tion authority specified in paragraph (3) for that fis-

cal year.
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“(B) ADJUSTMENTS.—

“(1) CARRYOVER OF BASE ALLOTMENT
PERMITTED.—Subject to clauses (ii), if the
amount of obligations entered into under
this part with a State for quarters in a fis-
cal year is less than the amount of the ob-
ligation allotment under this section to the
State for the fiscal year, the amount of the
difference (less any amount computed
under clause (11)) shall be added to the
amount of the State obligation allotment
otherwise provided under this section for
the succeeding fiscal year.

“(11) NO CARRYOVER PERMITTED FOR
STATES RECEIVING SUPPLEMENTAL UM-

BRELLA ALLOTMENTS.—Clause (i) shall

not apply, insofar as it permits a carryover
for a State from a particular year to the
next year, if in the particular year the
State receives a supplemental umbrella al-
lotment under subsection (g).

“(111) NO CARRYOVER OF ALIEN AND

INDIAN  SUPPLEMENTAL ALLOTMENTS.

The amount of any carryover under clause

(1) from a fiscal year shall be reduced by
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the amount (if any) by which the amount
of the outlays for expenditures deseribed in
subsection (f) or (h) for the fiscal year is
less than the amount of any supplemental
allotment provided under the respective
subsection for the State and fiscal year in-
volved.

“(C) REDUCTION FOR NEW OBLIGATIONS
UNDER TITLE XIX IN FISCAL YEAR 1997.—The
amount of the base obligation allotment other-
wise provided under this section for fiscal year
1997 for a State shall be reduced by the
amount of the obligations entered into with re-
spect to the State under section 1903(a) during
such fiscal year.

“(D) NO EFFECT ON PRIOR YEAR OBLIGA-

TIONS.

Subparagraph (A) shall not apply to or
affect obligations for a fiscal year prior to fiscal
yvear 1997.

“(E) OBLIGATION.—For purposes of this
section, the Secretary’s establishment of an es-
timate under section 1512(b) of the amount a
State is entitled to receive for a quarter (taking
into account any adjustments desceribed in such

subsection) beginning during or after fiscal year
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1997 shall be treated as the obligation of such
amount for the State as of the first day of the
quarter.

“(F) RELATION TO GUARANTEES.—The

Federal Government’s obligations for payments
under this title are limited as provided under
subparagraph (A) and are only subject to ad-
justment based on any guarantee provided
under section 1501 as provided under sub-
section (g).

“(3) AGGREGATE LIMIT ON NEW BASE OBLIGA-

TION AUTHORITY.—

“(A) IN GENERAL.—For purposes of this
subsection, subject to subparagraph (C), the
‘ageregate limit on new base obligation author-
ity’, for a fiscal year, is the base pool amount
under subsection (b) for the fiscal year, divided
by the payout adjustment factor (described in
subparagraph (B)) for the fiscal year.

“(B) PAYOUT ADJUSTMENT FACTOR.—KFor
purposes of this subsection, the ‘payout adjust-
ment factor’—

“(1) for fiscal year 1997 is 0.950,
“(i1) for fiscal year 1998 is 0.986, and

*HR 3734 RH
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“(ii1) for a subsequent fiscal year is

0.998.

“(C) TRANSITIONAL ADJUSTMENT FOR
PRE-FISCAL YEAR 1997-OBLIGATION OUTLAYS.—
In order to account for pre-fiscal year 1997-ob-
ligation  outlays deseribed 1n  paragraph
(4)(C)(iv), in determining the ageregate limit
on new obligation authority under subpara-
eraph (A) for fiscal year 1997, the pool amount
for such fiscal year is equal to—

“(i) the pool amount for such year,

reduced by

“(i1) $12,000,000,000.

“(4) BASE OBLIGATION ALLOTMENTS.

“(A) GENERAL RULE FOR 50 STATES AND
THE DISTRICT OF COLUMBIA.—Except as pro-
vided in this paragraph, the ‘base obligation al-
lotment’ for any of the 50 States or the District
of Columbia for a fiscal year (beginning with
fiscal year 1997) is an amount that bears the
same ratio to the base outlay allotment under
subsection (¢)(2) for such State or District (not
taking into account any adjustment due to an
election under subsection (¢)(4)) for the fiscal

year as the ratio of—
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“(i) the ageregate limit on new base
obligation authority (less the total of the
obligation allotments under subparagraph
(B)) for the fiscal year, to

“(i1) the base pool amount (less the
sum of the base outlay allotments for the
territories) for such fiscal year.

“(B) TERRITORIES.

The base obligation
allotment for each of the Commonwealths and
territories for a fiscal year is the base outlay al-
lotment for such Commonwealth or Territory
(as determined under subsection (¢)(5)) for the
fiscal year divided by the payout adjustment
factor for the fiscal year (as defined in para-
araph (3)(B)).

“(C) TRANSITIONAL RULE FOR FISCAL
YEAR 1997.—

“(1) IN GENERAL.—The obligation
amount for fiscal year 1997 for any State
(including the District of Columbia, a
Commonwealth, or Territory) is deter-
mined  according to the  formula:
A=(B—-C)/D, where—

“(I) ‘A’ is the base obligation

amount for such State,
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“(IT) ‘B’ is the base outlay allot-
ment of such State for fiscal year
1997, as determined under subsection
(¢),

“(IIT) ‘C” 1s the amount of the
pre-enactment-obligation outlays (as
established for such State under
clause (i1)), and

“(IV) ‘D’ is the payout adjust-
ment factor for such fiscal year (as
defined in paragraph (3)(B)).

“(i1) PRE-FISCAL YEAR 1997-OBLIGA-

TION OUTLAY AMOUNTS.—Not later than

November 1, 1996, the Secretary shall es-
timate (based on the best data available)
and publish in the Federal Register the
amount of the pre-fiscal year 1997-obliga-
tion outlays (as defined in clause (iv)) for
each State (including the District of Co-
lumbia, Commonwealths, and Territories).
The total of such amounts shall equal the
dollar amount specified 1n paragraph
(3)(C)(i).

“(i11) AGREEMENT.—The submission

of a State plan by a State under this title
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is deemed to constitute the State’s accept-
ance of the obligation allotment limitations
under this subsection, ncluding the for-
mula for computing the amount of the
base oblication allotment and any supple-
mental obligation allotments.
“(1v) PRE-FISCAL YEAR 1997-OBLIGA-
TION OUTLAYS DEFINED.—In this sub-
section, the term ‘pre-fiscal year 1997-obli-
cation outlays’ means, for a State, the out-
lays of the Federal Government that result
from obligations that have been incurred
under title XIX with respect to the State
before October 1, 1996, but for which pay-
ments to States have not been made as of
such date.
“(D) ADJUSTMENT TO REFLECT ADOPTION
OF ALTERNATIVE GROWTH FORMULA.—Any
State that has elected an alternative growth
formula under subsection (¢)(4) which increases
or decreases the dollar amount of an outlay al-
lotment for a fiscal year is deemed to have in-
creased or decreased, respectively, its obligation
amount for such fiscal year by the amount of

such merease or decrease.
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“(E) TRANSITIONAL CORRECTION FOR FIS-

CAL YEAR 1997.—

*HR 3734 RH

“(1) IN GENERAL.—The base obliga-
tion amount for fiscal year 1998 for any
State deseribed i clause (i1) shall be in-
creased by the amount by which the
amount described in clause (11)(I) exceeds
the amount described in clause (i1)(II), di-
vided by the payout adjustment factor
specified in paragraph (3)(B) for fiscal
yvear 1997. The increase under this clause
shall be paid to a State in the first quarter
of fiscal year 1998.

“(11) STATES DESCRIBED.—A State
described in this clause is a State for
which—

“(I) the amount of the pre-fiscal
yvear 1997-obligation outlays (as es-
tablished for such State under sub-
paragraph (C)(ii)), exceeded

“(IT) the outlays of the Kederal
Government during fiscal year 1997
that are attributable to obligations
that were ncurred under title XIX

with respect to the State before Octo-



© 00 N O 0o B~ W N PP

N N DN DN DD DN P PP PP kPP PR
o A~ WO N P O ©W 00 N O O b W N B+ O

193
ber 1, 1996, but for which payments

to States had not been made as of
such date.

“(5) SEQUENCE OF OBLIGATIONS.

For pur-
poses of carrying out this title, payments under see-
tion 1512 to a State eligible for a supplemental out-
lay allotment that are attributable to—

“(A) expenditures for medical assistance
described in the second sentence of subsection
(f)(1) or the second sentence of subsection
(h)(1) shall first be counted toward the supple-
mental outlay allotment provided under sub-
section (f) or (h), respectively, rather than to-
ward the base outlay allotment otherwise pro-
vided under this section; or

“(B) subsection (g) (relating to the um-
brella fund) shall first be counted toward the
allotment provided other than under such sub-
section, and then to such subsection.

“(b) BASE POOL OF AVAILABLE FUNDS.

“(1) IN GENERAL.—For purposes of this sec-
tion, the ‘base pool amount’ under this subsection
for—

“(A) fiscal year 1996 is $96,601,037,894,
“(B) fiscal year 1997 is $103,447,755,053,
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“(C) fiscal year 1998 is $108,430,173,129,
“(D) fiscal year 1999 18
$113,652,562,483,
“(E) fiscal year 2000 is $119,126,480,999,
“(F) fiscal year 2001 is $124,864,043,230,
“(G) fiscal year 2002 is $130,877,947,213,
and
“(H) each subsequent fiscal year is the
pool amount under this paragraph for the pre-
vious fiscal year increased by the lesser of 4.82
percent or the annual percentage increase in
the eross domestic product for the 12-month
period ending in June before the beginning of
that subsequent fiscal year.
“(2) NATIONAL GROWTH PERCENTAGE.—For
purposes of this section for a fiscal year (beginning

with fiscal year 1997), the ‘national growth percent-

age’ is the percentage by which
“(A) the base pool amount under para-
oraph (1) for the fiscal year, exceeds
“(B) such base pool amount for the pre-
vious fiscal year.

“(¢) STATE BASE OUTLAY ALLOTMENTS.

“(1) FI1SCAL YEAR 1996.—For each of the 50

States and the District of Columbia, the amount of
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the State base outlay allotment under this sub-
section for fiscal year 1996 is, subject to paragraph

(4), determined in accordance with the following

table:

“State or District: Outlay allotment (in dollars):
Alabama ......coooooiiiiiii, 1,517,652,207
Alaska ..o, 204,933,213
ATIZONA oo 1,385,781,297
Arkansas ..., 1,011,457,933
California .......ooeevveeeiiiiee e 8,946,838,461
Colorado ......ccooeevvveeiiiiiiiiiie 757,492,679
Connecticut .....oooevveeiiiiiiiiiiiiiine... 1,463,011,635
Delaware .......ccccovvviiiiniiiiieeienen 212,327,763
Distriet of Columbia ...................... 501,412,091
Florida ....ooovviiiiiiiiiieeee 3,715,624,180
GROTZIA weeeeeviieeeiiiiee e 2,426,320,602
Hawail ..oooooovviieiiiiiieeeeeen 323,124,375
Tdaho oo 278,329,686
TIHNOIS eevvveeeiiieeceee e 3,467,274,342
Indiana .........cccoovvviiiiee 1,952,467,267
Towa oo 835,235,895
Kansas ..ooooeevveviiieiiiieeeeeeeeee e 713,700,869
Kentucky ...ooooovvviviiiiiiiiiein 1,577,828,832
Louisiana ......cccccooeveiieviiiiieeniienn 2,622,000,000
Maine ..oooovevviiiei 694,220,790
Maryland ......cccoooviiiiiiiiieee 1,369,699,847
Massachusetts .....ccoooeeveeeieeeieennnn.n. 2,870,346,862
Michigan .......cccccovvviiiiiiiiiieiiene 3,465,182,886
Minnesota ........cooeeeeiiiiiiiiiii, 1,793,776,356
MiSSISSIPPL covvveeeeiiiieeeeiiceeeiieeee 1,261,781,330
MiSSOUTT wevveiiiiieeiiiiceeee e 1,849,248,945
Montana .....ccccoeeveveiiieeiiieieeeieeneeen. 312,212,472
Nebraska .....cccooeevvveeiiiiiieiiiieeees 463,900,417
Nevada .....oovvvvvvviiiiiiiiiiiiieeeieeeeennn. 257,896,453
New Hampshire .......ccccceevvviiieenns 560,000,000
NeW JerSEY ..oveevvvvreeiiiiieeeiiiieeenins 2,854,621,241
New MeXIiCO .ovvevrvireeeiiiieeeiiiieeeeins 634,756,945
New YOrk oevvveeveiiieeeiiiieeeeiiicees 12,901,793,038
North Carolina .............ccccceevneen... 2.587,883,809
North Dakota .....cccccoeevveiieeneennnnin. 241,168,563
ORIO i 4,034,049,690
Oklahoma ........cccoooiiiiiiiiii 911,198,775
OTCZON .oiieeiiiieeeiiiee e 1,088,670,440
Pennsylvania ........cccccoevviiieeninn.nn 4,454,423,400
Rhode Island .....ccoooeeeeieeeeeenennnennn. 545,686,262
South Carolina ...............ccccevveee... 1,621,021,815
South Dakota .......ccccoeevvveiiiiiiienns 262,804,959
Tennessee ......vveeveeiiieiieeeieeeeennn. 2,519,934,251
TEXAS evvieeiiiiie et 6,351,909,343
Utah .o 484,274,254
Vermont .....cccooovviiiiiiiiiiiiiiiiiins 248,158,729
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“State or District: Outlay allotment (in dollars):
VATQINIA wooveeeeiiieiiie e 1,144,962,509
Washington .........ccccoovviiiiiinnnnnnn. 1,763,460,996
West Virginia .....cccoeeeeveeeineenncen. 1,156,813,157
WISCONSIN oo 1,709,500,642
Wyoming ......cccceviiiiiiiiiiiiiieeeeeee 132,915,390.

“(2) FOR SUBSEQUENT FISCAL YEARS.—

“(A) IN GENERAL.

Subject to the suc-
ceeding provisions of this subsection, the
amount of the State base outlay allotment
under this subsection for one of the 50 States
and the District of Columbia for a fiscal year
(beginning with fiscal year 1997) is equal to the
product of—

“(1) the needs-based amount deter-
mined under subparagraph (B) for such
State or District for the fiscal year, and

“(i1) the adjustment factor described
in subparagraph (C) for the fiscal year.
“(B) NEEDS-BASED AMOUNT.—The needs-

based amount under this subparagraph for a
State or the District of Columbia for a fiscal
year is equal to the product of—

“(1) the State’s or District’s ageregate
expenditure need for the fiscal year (as de-
termined under subsection (d)), and

“(11) the State’s or Distriet’s old Fed-

eral medical assistance percentage (as de-
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fined in section 1512(d)) for the fiscal year

(or, in the case of fiscal year 1997, the

Federal medical assistance percentage de-

termined under section 1905(b) for fiscal

year 1996).

“(C) ADJUSTMENT FACTOR.—The adjust-
ment factor under this subparagraph for a fis-
cal year is such proportion so that, when it is
applied under subparagraph (A)(ii) for the fis-
cal year (taking into account the floors and ceil-
ings under paragraph (3)), the total of the base
outlay allotments under this subsection for all
the 50 States and the District of Columbia for
the fiscal year (not taking into account any in-
crease in a base outlay allotment for a fiscal
year attributable to the election of an alter-
native growth formula under paragraph (4)) is
equal to the amount by which (i) the base pool
amount for the fiscal year (as determined under
subsection (b)), exceeds (i1) the sum of the base
outlay allotments provided under paragraph (5)
for the Commonwealths and Territories for the

fiscal year.

“(3) FLOORS AND CEILINGS.
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Subject to the ceiling es-

tablished under subparagraph (B), in no case

shall the amount of the State base outlay allot-

ment under paragraph (2) for a fiscal year be

less than the greatest of the following:

*HR 3734 RH

“(1) IN GENERAL.—Begoinning with
g g

fiscal year 1998, 0.24 percent of the pool

amount for the fiscal year.

“(11) FLOOR BASED ON PREVIOUS

YEAR'S OUTLAY ALLOTMENT.—Subject to

clause (111)—

“(I) for fiscal year 1997, 103.5
percent of the amount of the State
base outlay allotment under this sub-
section for fiscal year 1996,

“(IT) for fiscal year 1998, 103
percent of the amount of the State
base outlay allotment under this sub-
section for fiscal year 1997,

“(IT) for fiscal year 1999, 102.5
percent of the amount of the State
base outlay allotment under this sub-
section for fiscal year 1998,

“(IV)  for fisecal year 2000,

102.25 percent of the amount of the
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State base outlay allotment under this
subsection for fiscal year 1999, and

“(V) for each of fiscal years 2001
and 2002, 102 percent of the amount
of the State base outlay allotment
under this subsection for the previous
fiscal year.

“(111) FLOOR BASED ON OUTLAY AL-
LOTMENT GROWTII RATE IN  FIRST
YEAR.—Beginning with fiscal year 1998,
in the case of a State for which the outlay
allotment under this subsection for fiscal
yvear 1997 exceeded its outlay allotment
under this subsection for the previous fis-
cal year by more than 95 percent of the
national growth percentage for fiscal year
1997, 90 percent of the national growth
percentage for the fiscal year involved.

“(B) CEILINGS.—

“(i) IN GENERAL.—Subject to clause
(i1), in no case shall the amount of the
State base outlay allotment under para-
eraph (2) for a fiscal year be greater than

the product of—
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“(I) the State base outlay allot-

ment under this subsection for the

State for the preceding fiscal year,

and

“(IT) the applicable percent

(specified in clause (i1) or (ii1)) for the

fiscal year immvolved.

“(11) GENERAL RULE FOR APPLICA-
BLE PERCENT.—For purposes of clause
(1), subject to clause (iii), the ‘applicable
percent’ for fiscal year 1997 is 126.98 per-
cent and for a subsequent fiscal year is
133 percent of the national growth per-
centage for the fiscal year.

“(i11) SPECIAL RULE.—For a fiscal
yvear after fiscal year 1997, in the case of
a State (among the 50 States and the Dis-
trict of Columbia) that is one of the 10
States with the lowest Federal spending
per resident-in-poverty rates (as deter-
mined under clause (iv)) for the fiscal
yvear, the ‘applicable percent’ is 150 per-
cent of the national growth percentage for

the fiscal year.
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“(iv) DETERMINATION OF FEDERAL

SPENDING PER RESIDENT-IN-POVERTY

RATE.—For purposes of clause (iii), the

‘Federal spending per resident-in-poverty

rate’

to—

H(C)

for a State for a fiscal year is equal

“(I) the State’s outlay allotment
under this subsection for the previous
fiscal year (determined without regard
to paragraph (4)), divided by

“(IT) the average annual number
of residents of the State in poverty
(as defined in subsection (d)(2)) with
respect to the fiscal year.

SPECIAL RULE.—

“(1) IN GENERAL.—Notwithstanding

the preceding subparagraphs of this para-

oraph, the State base outlay allotment

for—

“(I) Louisiana, subject to sub-
clause (II), for each of the fiscal years
1997 through 2000, 1S
$2,622,000,000,

“(IT) Louisiana for fiscal year

1997 only, as otherwise determined,
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shall be increased by $37,048,207,
and

“(III) Nevada for each of fiscal
vears 1997, 1998, and 1999, as other-
wise determined, shall be increased by
$90,000,000.

“(11) EXCEPTION.—A State described
in subclause (I) of clause (1) may apply to
the Secretary for use of the State base out-
lay allotment otherwise determined under
this subsection for any fiscal year, if such
State notifies the Secretary not later than
March 1 preceding such fiscal year that
such State will be able to expend sufficient
State funds in such fiscal year to qualify
for such allotment.

“(111) TREATMENT OF INCREASE AS
SUPPLEMENTAL ~ ALLOTMENT.—Any in-
crease in an outlay allotment under clause
(1)(IT) or (1)(I1I) shall not be taken into ac-
count for purposes of determining—

“(I) the adjustment factor under

paragraph (2) for fiscal year 1997,
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“(IT) any State base outlay allot-

ment for a fiscal year after fiscal year
1997,
“(III) the base pool amount for a
fiscal year after fiscal year 1997, or
“(IV) determination of the na-
tional growth percentage for any fiscal
vear.

“(4) ELECTION OF ALTERNATIVE GROWTH

FORMULA.—

“(A) ELECTION.—In order to reduce vari-
ations in Increases in outlay allotments over
time, any of the 50 States or the District of Co-
lumbia may elect (by notice provided to the Sec-
retary by not later than April 1, 1997) to adopt
an alternative growth rate formula under this
paragraph for the determination of the State’s
base outlay allotment in fiscal year 1997 and
for the increase in the amount of such allot-
ment in subsequent fiscal years.

“(B) FormuLA.—The alternative growth
formula under this paragraph may be any for-
mula under which a portion of the State base
outlay allotment for fiscal year 1997 under

paragraph (1) 1s deferred and applied to in-
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crease the amount of its base outlay allotment
for one or more subsequent fiscal years, so long
as the total amount of such increases for all
such subsequent fiscal years does not exceed the
amount of the base outlay allotment deferred

from fiscal year 1997.

“(5) COMMONWEALTHS AND TERRITORIES.

“(A) IN GENERAL.—The base outlay allot-
ment for each of the Commonwealths and Ter-
ritories for a fiscal year is the maximum
amount that could have been certified under
section 1108(¢) (as in effect on the day before
the date of the enactment of this title) with re-
spect to the Commonwealth or Territory for the
fiscal year with respect to title XIX, if the na-
tional growth percentage (as determined under
subsection (b)(2)) for the fiscal year had been
substituted (beginning with fiscal year 1997)
for the percentage increase referred to in sec-
tion 1108(¢)(1)(B) (as so in effect).

“(B) DISREGARD OF ROUNDING REQUIRE-
MENTS.—For purposes of subparagraph (A),
the rounding requirements under section

1108(c) shall not apply.
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“(C) LIMITATION ON TOTAL AMOUNT FOR
FISCAL YEAR 1996.—Notwithstanding the provi-
sions of subparagraph (A), the total amount of
the base outlay allotments for the Common-
wealths and Territories for fiscal year 1996
may not exceed $139,950,000.

“(d) STATE AGGREGATE EXPENDITURE NEED DE-
TERMINED.—
“(1) IN GENERAL.—For purposes of subsection
(¢), the ‘State aggrecate expenditure need’ for a
State or the District of Columbia for a fiscal year
1s equal to the product of the following 4 factors:

“(A) PROGRAM NEED.—The program need
for the State for the fiscal year, as determined
under paragraph (2).

“(B) HEALTH CARE COST INDEX.—The
health care cost index for the State (as deter-
mined under paragraph (3)) for the most recent
fiscal year for which data are available.

“(C) PROJECTED INFLATION.—The CPI
increase factor for the fiscal year (as defined in
subsection (2)(4)(C)).

“(D) NATIONAL AVERAGE SPENDING PER

RESIDENT IN POVERTY.—The national average
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spending per resident in poverty (as determined
under paragraph (4)).
“(2) PROGRAM NEED.—

“(A) IN GENERAL.—In this subsection and
subject to subparagraph (D), the ‘program
need’ of a State for a fiscal year is equal to the
sum, for each of the population groups de-
seribed in subparagraph (B), of the product de-
seribed in subparagraph (C) for that population
oroup.

“(B) POPULATION GROUPS DESCRIBED.—
The population groups desceribed in this sub-
paragraph are as follows:

“(1) INDIVIDUALS BETWEEN 60 AND
85.—Individuals who are least 60, but less
than 85, years of age.

“(11) INDIVIDUALS 85 OR OLDER.—In-
dividuals who are 85 years of age or older.

“(111) DISABLED INDIVIDUALS.—Indi-
viduals who are eligible for medical assist-
ance because such individuals are blind or
disabled and are not described in clause (i)
or (11).

“(iv)  CHILDREN.—Individuals  de-

sceribed n subsection (2)(2)(B).
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“(v) OTHER INDIVIDUALS.—Individ-
uals not deseribed in a previous clause of
this subparagraph.

“(C) ProDUCT DESCRIBED.—The product

described in this subparagraph, with respect to

a population group for a fiscal year for a State

(or District), is the product of the following 2

factors for that group, year, and State (or Dis-

trict):

*HR 3734 RH

“(1) WEIGHTING FACTOR REFLECTING
RELATIVE NEED FOR THE GROUP.—For all
States, the national average per recipient
expenditures under this title in the 50
States and the District of Columbia for in-
dividuals in such group, as determined
under subparagraph (E), divided by the
national average of such averages for all
such groups (weighted by the number of
recipients in each group).

“(11) NUMBER OF NEEDY IN GROUP.—
The product of—

“(I) for all groups, the average
annual number of residents in poverty
in such State or District (based on

data made generally available by the
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Bureau of the Census from the Cur-
rent Population Survey) for the most
recent 3-calendar-year period (ending
before the fiscal year) for which such
data are available; and
“(IT) the proportion, of all indi-
viduals who received medical assist-
ance under this title in such State or
Distriet, that were individuals in such
eroup.
In clause (11)(II), the term ‘resident in pov-
erty’ means an individual whose family in-
come does not exceed the poverty threshold
(as such terms are defined by the Office of
Management and Budget and are generally
interpreted and applied by the Bureau of
the Census for the year involved).

“(D) FLOORS AND CEILINGS ON PROGRAM

NEED.—

*HR 3734 RH

“(1) IN GENERAL.—In no case shall
the value of the program need for a State
for a fiscal year be less than 90 percent,
or be more than 115 percent, of the pro-

eram need based on national averages (de-
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termined under clause (i1)) for that State
for the fiscal year.

“(i1) PROGRAM NEED BASED ON NA-
TIONAL ~ AVERAGES.—For purposes of
clause (1), the ‘program need based on na-
tional average’ for a fiscal year is equal to
the sum of the product (for each of the
population groups) of the following 3 fac-
tors (for that group, year, and State or
District):

“(I) WEIGHTING FACTOR FOR
GROUP.—The weighting factor for the
oroup (described 1in subparagraph
(C)(1)).

“(II) TOTAL NUMBER OF NEEDY
IN STATE.—For all groups, the aver-
age annual number of residents in
poverty in such State or District (as
defined in subparagraph (C)(ii)(I)).

“(III)  NATIONAL  PROPORTION
OF NEEDY IN GROUP.—The propor-
tion, of all individuals who received
medical assistance under this title in

all of the States and the District in all
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such groups, that were individuals in
such group.

“(E)  DETERMINATION OF  NATIONAL
AVERAGES AND PROPORTIONS.—The national
averages per recipient and the proportions re-
ferred to in subparagraph (C)(ii) and (C)(iii),
respectively, shall be determined by the Sec-
retary using the most recent data available.

“(F) EXPENDITURE DEFINED.—For pur-
poses of this paragraph, the term ‘expenditure’
means medical vendor payments by basis of eli-
eibility as reported by HCKFA Form 2082.

“(3) HEALTH CARE COST INDEX.—

“(A) IN GENERAL.—In this section, the
‘health care cost index’ for a State or the Dis-
trict of Columbia for a fiscal year is the sum
of—

“(1) 0.15, and
“(1) 0.85 multiplied by the ratio of

(I) the annual average wages for hospital

employees in such State or District for the

fiscal year (as determined under subpara-
oraph (B)), to (II) the annual average

wages for hospital employees i the 50

States and the Distriect of Columbia for

*HR 3734 RH
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1 such year (as determined under such sub-
2 paragraph).
3 “(B) DETERMINATION OF ANNUAL AVER-
4 AGE WAGES OF HOSPITAL EMPLOYEES.—The
5 Secretary shall provide for the determination of
6 annual average wages for hospital employees in
7 a State or the District of Columbia and, collec-
8 tively, in the 50 States and the District of Co-
9 lumbia for a fiscal year based on the area wage
10 data applicable to hospitals under section
11 1886(d)(2)(E) (or, if such data no longer ex-
12 ists, comparable data of hospital wages) for dis-
13 charges occurring during the fiscal year in-
14 volved.
15 “(4) NATIONAL AVERAGE SPENDING PER RESI-
16 DENT IN POVERTY.—For purposes of this sub-
17 section, the ‘national average spending per resident
18 in poverty' —
19 “(A) for fiscal year 1997 is equal to—
20 “(1) the sum (for each of the 50
21 States and the District of Columbia) of the
22 total of the Federal and State expenditures
23 under title XIX for calendar quarters in
24 fiscal year 1994, increased by the percent-
25 age by which (I) the base pool amount for
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fiscal year 1997, exceeds (1T)

$83,213,431,458 (which represents Fed-
eral medicaid expenditures for such States
and District for fiscal year 1994); divided
by

“(i1) the sum of the number of resi-
dents in poverty (as defined in paragraph
(2)(C)(11)(I)) for all of the 50 States and
the District of Columbia for fiscal year
1994; and

“(B) for a succeeding fiscal year is equal

to the national average spending per resident in

poverty under this paragraph for the preceding

fiscal year increased by the national growth

percentage (as defined in subsection (b)(2)) for

the fiscal year involved.

“(e) PUBLICATION OF OBLIGATION AND OUTLAY AL-

LOTMENTS.

“(1) NOTICE OF PRELIMINARY ALLOTMENTS.—

Not later than April 1 before the beginning of each

fiscal year (beginning with fiscal year 1997), the

Secretary shall initially compute, after consultation

with the Comptroller General, and publish in the

Federal Register notice of the proposed base obliga-

tion allotment, base outlay allotment, and supple-
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mental allotments under subsections (f) and (h) for
each State under this section (not taking into ac-
count subsection (a)(2)(B)) for the fiscal year. The
Secretary shall include in the notice a deseription of
the methodology and data used in deriving such al-
lotments for the year.

“(2) REVIEW BY GAO.—The Comptroller Gen-
eral shall submit to Congress by not later than May
15 of each such fiscal year, a report analyzing such
allotments and the extent to which they comply with

the precise requirements of this section.

“(3) NOTICE OF FINAL ALLOTMENTS.—Not
later than July 1 before the beginning of each such
fiscal year, the Secretary, taking into consideration
the analysis contained in the report of the Comptrol-
ler General under paragraph (2), shall compute and
publish in the Federal Register notice of the final al-
lotments under this section (both taking into ac-
count and not taking into account subsection
(a)(2)(B)) for the fiscal year. The Secretary shall in-
clude in the notice a description of any changes in
such allotments from the initial allotments published

under paragraph (1) for the fiscal year and the rea-

sons for such changes. Once published under this

*HR 3734 RH
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paragraph, the Secretary is not authorized to change

such allotments.

“(4) GAO REPORT ON FINAL ALLOTMENTS.
The Comptroller General shall submit to Congress
by not later than August 1 of each such fiscal year,
a report analyzing the final allotments under para-
oraph (3) and the extent to which they comply with
the precise requirements of this section.

“(5) TRANSITIONAL RULE FOR FISCAL YEAR
1997.—With respect to fiscal year 1997, the dead-
lines under the previous provisions of this subsection
shall be extended by a number of days equal to the
number of days between May 1, 1996, and the date

of the enactment of this title.

“(f) SUPPLEMENTAL ALLOTMENT FOR CERTAIN

“(1) IN GENERAL.—For purposes of this sec-
tion for each of fiscal years 1998 through 2002 in
the case of a subsection (f) supplemental allotment
eligible State, the amount of the supplemental allot-
ment under this subsection is the amount provided
under paragraph (2) for the State for that year.
Such amount may only be used for the purpose of
providing medical assistance for care and services

for aliens described in paragraph (1) of section
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1513(f) and for which the exception described in
paragraph (2) of such section applies. Section
1512(f)(4) shall apply to such assistance in the same
manner as 1t applies to medical assistance described
in such section.

“(2) SUPPLEMENTAL AMOUNT.—

“(A) IN GENERAL.—For purposes of para-
oraph (1), the supplemental amount for a sub-
section (f) supplemental allotment eligible State
for a fiscal year is equal to the subsection (f)
supplemental allotment ratio (as defined in sub-
paragraph (C)) multiplied by the subsection (f)
supplemental pool amount (specified in sub-
paragraph (D)) for the fiscal year.

“(B) SUBSECTION (f) SUPPLEMENTAL AL-
LOTMENT ELIGIBLE STATE.—In this subsection,
the term ‘subsection (f) supplemental allotment
eligible State’ means one of the 15 States with
the highest number of undocumented alien resi-
dents of all the States.

“(C) SUBSECTION (f) SUPPLEMENTAL AL-
LOTMENT RATIO.—In this paragraph, the ‘sub-

section (f) supplemental allotment ratio’ for a

State is the ratio of—
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“(1) the mnumber of undocumented
aliens residing in the State, to

“(i1) the sum of such numbers for all
subsection (f) supplemental allotment eligi-
ble States.

“(D) SUBSECTION (f) supplemental pool
amount.—In this paragraph, the ‘subsection (f)
supplemental pool amount’—

“(1) for fisecal year 1998 s
$500,000,000,

“(i1) for fiscal year 1999 s
$600,000,000,

“(ii)  for fiscal year 2000 is
$700,000,000,

“(v) for fisecal year 2001 s
$800,000,000, and

“(v) for fiscal year 2002 is
$900,000,000.

“(E) DETERMINATION OF NUMBER.—

“(1) IN GENERAL.—The number of
undocumented aliens residing in a State
under this paragraph—

“(I) for fiscal year 1998 shall be
determined based on estimates of the

resident illegal alien population resid-
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1 ing in each State prepared by the Sta-
2 tistics Division of the Immigration
3 and Naturalization Service as of Octo-
4 ber 1992, and

5 “(IT) for a subsequent fiscal year

6 shall be determined based on the most

7 recent updated estimate made under

8 clause (11).

9 “(11) UPDATING ESTIMATE.—For each
10 fiscal year beginning with fiscal year 1999,
11 the Secretary, in consultation with the
12 Commission of the Immigration and Natu-
13 ralization Service, States, and outside ex-
14 perts, shall estimate the number of un-
15 documented aliens residing in each of the
16 50 States and the District of Columbia.

17 “(2) SUPPLEMENTAL PER BENEFICIARY UMBRELLA

18 ALLOTMENT FOR STATES WITH EXCESS GROWTH IN CER-

19 TAIN POPULATION GROUPS.—

20 “(1) IN GENERAL.—Subject to paragraphs (H)
21 through (7), for purposes of this section the amount
22 of the supplemental allotment under this subsection
23 for a State for a fiscal year (beginning with fiscal
24 year 1997) is the sum, for each supplemental allot-

*HR 3734 RH



© 00O N O 0o B~ W N PP

N NN NN R PR R R R R RR R e
5E W N P O © 0 N O O M W N R O

218
ment population group described in paragraph (2),
of the product of the following:

“(A) EXCESS NUMBER OF INDIVIDUALS.—
The excess number of individuals (if any, deter-
mined under paragraph (3)) for State and the
fiscal year who are in the population group.

“(B) APPLICABLE PER BENEFICIARY
AMOUNT.—The applicable per beneficiary
amount (determined under paragraph (4)) for
the State and fiscal year for the population
oroup.

“(C) FMAP.—The old Federal medical as-
sistance percentage (as defined in section
1512(d)) for the State and fiscal year.

“(2) SUPPLEMENTAL ALLOTMENT POPULATION
GROUP.—In this subsection, each of the following
shall be considered to be a separate ‘supplemental
allotment population group’:

“(A) POOR PREGNANT WOMEN.—Individ-
uals desceribed in section 1501 (a)(1)(A).

“(B) PoOrR CHILDREN.—Individuals (not
described in subparagraph (C))—

“(1) described in subparagraph (B) or

(C) of section 1501 (a)(1), or

*HR 3734 RH



© 00O N O 0o B~ W N P

N NN NN R P R R R R RR R e
5E W N B O © 0 N O O A W N R O

219
“(11) described in subparagraph (F) or
(G) of section 1501(a)(1) who are under
21 years of age and who are not pregnant

womern.

“(C) POOR DISABLED INDIVIDUALS.—Only
in the case of a State that has elected the op-
tion (of guaranteeing coverage of disabled indi-
viduals) deseribed in section 1501(a)(1)(D)(11)
for the fiscal year (and, in the case of a fiscal
year after fiscal year 1997, for the previous fis-
cal year), individuals—

“(1) who are described in such section;

or

“(11) who are deseribed in section

1502(a) under paragraph (1) of that sec-

tion.
“(D) POOR ELDERLY INDIVIDUALS.—Indi-
viduals who are—
“(1) described in section

1501(a)(1)(E); or

“(11) described 1n  section 1502(a)
under paragraph (2) of that section.
“(E) QUALIFIED  MEDICARE  BENE-

FICIARIES.—Individuals  desceribed 1n  section
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1501(b)(1)(A) who are not described in sub-

paragraph (D).

“(F) QUALIFIED DISABLED AND WORKING
INDIVIDUALS.—Individuals desceribed in section
1501(b)(1)(B) who are not described in sub-
paragraph (D).

“(G) CERTAIN OTHER MEDICARE BENE-

FICIARIES.—Individuals described 1n  section

1501(b)(1)(C) who are not described in sub-
paragraph (D).

“(H) OTHER POOR ADULTS.—Individuals

described 1n section 1501(a)(1)(G) who are not
within a population group described in a pre-
vious subparagraph.

“(3) EXCESS NUMBER OF INDIVIDUALS.—

“(A) IN GENERAL.

In this subsection, the
‘excess number of individuals’, for a State for
a fiscal year with respect to a supplemental al-
lotment population group, is equal to the
amount (if any) by which—

“(1) the number of full-year equivalent
individuals in the population group for the
State and fiscal year, exceeds

“(i1) the anticipated number of such

individuals (as determined under subpara-
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oraph (B)) for the State and fiscal year in
such group.
“(B) ANTICIPATED NUMBER.—

“(1) IN GENERAL.

In subparagraph
(A)(i1), the ‘anticipated number’ of individ-
uals for a State in a supplemental allot-
ment population group for—

“(I) fiscal year 1997 is equal to
the number of full-year equivalent in-
dividuals in such group enrolled in the
State medicaid plan under title XIX
in fiscal year 1996 increased by the
percentage increase factor (described
in clause (i1)) for fiscal year 1997; or

“(IT) a subsequent fiscal year is
equal to the number of full-year equiv-
alent individuals in the population
oroup for the State for the previous
fiscal year increased by the percentage
increase factor (deseribed in clause
(i1)) for that subsequent fiscal year.
“(11) PERCENTAGE INCREASE FAC-

TOR.—For purposes of this subparagraph,
the ‘percentage increase factor’ for a fiscal

year 1s equal to zero or, if greater, the
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number of percentage points by which (I)
the State percentage growth factor (as de-
fined in subparagraph (C)) for the fiscal
year, exceeds (II) the percentage increase
in the consumer price index for all urban
consumers (U.S. city average) during the
12-month period beginning with July be-
fore the beginning of the fiscal year.

“(C) STATE PERCENTAGE GROWTH FAC-
TOR.—In this paragraph, the term ‘State per-
centage erowth factor’ means, for a State for a
fiscal year, the percentage by which (i) the
State outlay allotment for the State for the fis-
cal year (determined under this section without
regard to this subsection or subsection (f) or
(h)), exceeds (i1) such outlay allotment for such
State for the preceding fiscal year (as so deter-
mined).

“(D) INDIVIDUALS COUNT ONLY ONCE.—
An individual may at any time not be counted
in more than one supplemental allotment popu-
lation group.

“(4) APPLICABLE PER BENEFICIARY

AMOUNT.—
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“(A) IN GENERAL.—In this subsection,
subject to subparagraph (D), the ‘applicable per
beneficiary amount’, for a State for a fiscal
year for a supplemental allotment population
oroup, is equal to the base per beneficiary
amount (determined under subparagraph (B))
for the State for the group, increased by the
Secretary’s estimate of the increase in the per
beneficiary expenditures under this title (and
title XIX) for States between fiscal year 1995
and fiscal year 1996, and further increased (for
each subsequent fiscal year up to the fiscal year
mvolved and in a compounded manner) by the
CPI increase factor (as defined in subparagraph
(C)) for each such fiscal year.

“(B) BASE PER BENEFICIARY AMOUNT.—

“(1) IN  GENERAL.—The Secretary
shall determine for each State a base per
beneficiary amount for each supplemental
allotment population group equal to—

“(I) the sum of the total expendi-
ture amounts described in clauses (i1)
and (ii1), divided by

“(IT) the full-year equivalent

number of such individuals in such
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oeroup enrolled under the State plan
under title XIX for fiscal year 1995.
“(11) MEDICAL ASSISTANCE EXPENDI-

TURES.

The total expenditure amount de-
seribed in this clause, with respect to a
supplemental allotment population group,
18 the total amount of expenditures for
which Federal financial participation was
provided to the State under paragraphs (1)
and (5) of section 1903(a) for fiscal year
1995 with respect to medical assistance
furnished with respect to individuals in-
cluded in such group. Such amount shall
not include expenditures attributable to
payment adjustments under section 1923.

“(111)  ADMINISTRATIVE  EXPENDI-

TURES.—The total expenditure amount de-

scribed in this clause, with respect to a

supplemental allotment population group,
is the product of—

“(I) the total amount of adminis-

trative expenditures for which Federal

financial participation was provided to

the State under section 1903(a)
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(other than paragraphs (1) and (5) of
such section) for fiscal year 1995, and

“(II) the ratio described in clause
(iv) for the population group.

“(iv) RATIO DESCRIBED.—The ratio
described in this clause for a group is the
ratio of—

“(I) the total amount of expendi-
tures described in clause (i1) for the
aroup, to

“(IT) the total amount of expend-
itures described in such clause for all
individuals under the State plan
under title XIX in the base fiscal
year.

“(C) CPI INCREASE FACTOR.—In subpara-

oraph (A), the ‘CPI increase factor’ for a fiscal

year 18 the percentage by which

“(1) the Secretary’s estimate of the

average value of the consumer price index

for all urban consumers (all items, U.S.

city average) for months in the fiscal year,
exceeds

“(i1) the average value of such index

for months in the previous fiscal year.
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“(D) SPECIAL RULES FOR CERTAIN MEDI-

“(1)  QUALIFIED DISABLED  AND
WORKING INDIVIDUALS.—In the case of
the supplemental allotment population
oroup described in paragraph (2)(F), the
‘applicable per beneficiary amount’, for all
States for a fiscal year is the sum of the
medicare premiums applied under section
1818A for months in the fiscal year.

“(11)  OTHER  MEDICARE  BENE-

FICIARIES.

In the case of the supple-
mental allotment population group de-
seribed in paragraph (2)(G), the ‘applica-
ble per beneficiary amount’, for all States
for a fiscal year is the sum of the medicare
premiums applied under section 1839 for

months in the fiscal year.

“(5) CONDITIONS FOR ACCESS TO UMBRELLA

SUPPLEMENTAL ALLOTMENT.—

“(A) IN GENERAL.—A State may receive a

supplemental umbrella allotment wunder this

subsection for a fiscal year only if the following

conditions are met:
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“(1) The State provides assurances
satisfactory to the Secretary that it will ob-
ligate during the fiscal year the full
amount of the allotment otherwise provided
under this section for the fiscal year.

“(i1) The State provides assurances
satisfactory to the Secretary that any
amount attributable to a carryover from a
previous fiscal year wunder subsection
(a)(2)(B) shall also be obligated under the
plan by the end of the fiscal year.

“(i1) The State submits to the Sec-
retary on a periodic basis such reports on
numbers of individuals within each supple-
mental allotment population group as the
Secretary may determine necessary to as-
sure the accuracy of the supplemental um-
brella allotments under this subsection.
The Secretary may not require the submis-
sion of such reports more frequently than
quarterly.

“(iv) The State provides assurances
satisfactory to the Secretary that it has in

effect such data collection procedures as
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may be necessary to provide for the reports

described in clause (ii1).

“(B) ESTIMATE.—The amount of any sup-
plemental allotment under this subsection shall
be estimated in advance of the fiscal year in-
volved, based on data required to be reported
under subparagraph (A)(iii). The Secretary is
authorized to adjust such data on a preliminary
basis if the Secretary determines that the esti-
mates do not reasonably reflect the actual ex-
cess number of individuals in the supplemental
allotment population groups for the fiscal year
involved. Section 1512(b)(6) provides for ad-
justment of payments of the supplemental allot-
ment under this subsection based on a final de-
termination using data on actual numbers of in-
dividual in each supplemental allotment popu-
lation group.

“(6) ADJUSTMENT IN ALLOTMENT FOR SAV-

INGS FROM SLOWER POPULATION GROWTH.—

“(A) IN GENERAL.—The amount of the
supplemental umbrella allotment to a State
under this subsection for a fiscal year shall be
reduced (but not below zero) by the sum, for

each supplemental allotment population eroup
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“(1) LESS-THAN-ANTICIPATED NUM-
BER OF INDIVIDUALS.—The less-than-an-
ticipated number of individuals (if any, de-
termined under subparagraph (B)) for
State and the fiscal year who are in the
population group.

“(i1) APPLICABLE PER BENEFICIARY
AMOUNT.—The applicable per beneficiary
amount (determined under paragraph (4))
for the State and fiscal year for the popu-
lation group.

“(in) FMAP.—The old Federal medi-
cal assistance percentage (as defined in
section 1512(d)) for the State and fiscal
year.

“(B) LESS-THAN-ANTICIPATED NUMBER

In this paragraph, the ‘less-

than-anticipated number of individuals’, for a
State for a fiscal year with respect to a supple-
mental allotment population group, is equal to

the amount (if any) by which—

“(1) the anticipated number of such

individuals (as determined under para-
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oraph (3)(B)) for the State and fiscal year
in such group, exceeds
“(i1) the number of full-year equiva-
lent individuals in the population group for
the State and fiscal year.
“(7) SPECIAL RULE FOR FISCAL YEAR 1997.—
In applying this subsection to fiscal year 1997—

“(A) in determining the excess number of

individuals under paragraph (3)
“(1) the number of full-year equivalent
individuals shall only be determined based
on the portion of fiscal year 1997 in which
the State plan is in effect under this title,
and
“(i1) the anticipated number of such
individuals  (referred to 1in paragraph
(3)(A)(i1)) shall be the anticipated number
otherwise determined multiplied by the
proportion of fiscal year 1997 in which
such State plan will be in effect; and
“(B) if the State plan is effective before
April 1, 1997, the amount of the supplemental
allotment otherwise determined under this sub-
section shall be multiplied by the ratio of the

portion of fiscal year 1997 that occurs on or
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1 after April 1, 1997, to the total portion of such
2 fiscal year in which the State plan is in effect.
3 “(h) ALLOTMENT FOR MEDICAL ASSISTANCE FOR
4 SERVICES PROVIDED IN INDIAN HEALTH SERVICE AND
S5 RELATED FACILITIES.

6 “(1) IN GENERAL.—For purposes of this sec-
7 tion for each of fiscal years 1998 through 2002 in
8 the case of a subsection (h) supplemental allotment
9 eligible State, the amount of the supplemental allot-
10 ment under this subsection is the amount provided
11 under paragraph (2) for the State for that year.
12 Such amount may only be used for the purpose of
13 providing medical assistance deseribed 1 section
14 1512(f)(3) (relating to services provided by the In-
15 dian Health Service and related facilities).
16 “(2) SUPPLEMENTAL OUTLAY ALLOTMENT.—
17 “(A) IN GENERAL.—For purposes of para-
18 oraph (1), the amount under this paragraph for
19 a subsection (h) supplemental allotment eligible
20 State for a fiscal year is equal to the subsection
21 (h) supplemental allotment ratio (as defined in
22 subparagraph (C)) multiplied by the subsection
23 (h) supplemental pool amount (specified in sub-
24 paragraph (D)) for the fiscal year.
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“(B) SUBSECTION (h) SUPPLEMENTAL AL-
LOTMENT ELIGIBLE STATE.—In this subsection,
the term ‘subsection (h) supplemental allotment
eligible State’ means a State that has one or
more facilities described n section
1512(£)(3)(A).

“(C) SUBSECTION (h) supplemental allot-
ment ratio.—In this paragraph, the ‘subsection
(h) supplemental allotment ratio’ for a State is
the ratio of—

“(1) the number of Indians residing in
the State, to

“(11) the sum of such numbers for all
subsection (h) supplemental allotment eli-
oible States.

“(D) SUBSECTION (h) SUPPLEMENTAL
POOL AMOUNT.—In this paragraph, the ‘sub-
section (h) supplemental pool amount’, for—
“(i) fiscal year 1998 is $89,090,082,
“(i1) fiscal year 1999 is $94,238,788,
“(ii1) fiscal year 2000 is $99,685,050,
“(1v) fiscal year 2001 18
$105,446,063, and

“(v) fiscal year 2002 is $111,540,017.
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“(E) DETERMINATION OF NUMBER.—The
number of Indians residing in a State under
this paragraph for a fiscal year shall be based
on the most recent available estimate of the
Secretary of the Interior.

“(3) INDIAN DEFINED.—The term ‘Indian’ has
the meaning given such term in section 4(d) of the

Indian Self-Determination and Education Assistance

Act (25 U.S.C. 450b(d)).

“SEC. 1512. PAYMENTS TO STATES.

“(a) AMOUNT OF PAYMENT.—F'rom the allotment of

a State under section 1511 for a fiscal year, subject to
the succeeding provisions of this title, the Secretary shall
pay to each State which has a State plan approved under

part C, for each quarter in the fiscal year—

“(1) an amount equal to the applicable Federal
medical assistance percentage (as defined in sub-
section (¢)) of the total amount expended during
such quarter as medical assistance under the plan;
plus

“(2) an amount equal to the applicable Federal
medical assistance percentage of the total amount
expended during such quarter for medically-related
services (as defined in section 1571(g2)); plus

“(3) subject to section 1513(c¢)—
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1 “(A) an amount equal to 90 percent of the
2 amounts expended during such quarter for the
3 design, development, and installation of infor-
4 mation systems and for providing incentives to
5 promote the enforcement of medical support or-
6 ders, plus

7 “(B) an amount equal to 75 percent of the
8 amounts expended during such quarter for
9 medical personnel, administrative support of
10 medical personnel, operation and maintenance
11 of information systems, modification of infor-
12 mation systems, quality assurance activities,
13 utilization review, medical and peer review,
14 anti-fraud activities, independent evaluations,
15 coordination of benefits, and meeting reporting
16 requirements under this title, plus
17 “(C) an amount equal to 50 percent of so
18 much of the remainder of the amounts ex-
19 pended during such quarter as are expended by
20 the State in the administration of the State
21 plan.
22 “(b) PAYMENT PROCESS.—
23 “(1) QUARTERLY ESTIMATES.—Prior to the be-
24 oinning of each quarter, the Secretary shall estimate
25 the amount to which a State will be entitled under
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subsection (a) for such quarter, such estimates to be
based on (A) a report filed by the State containing
its estimate of the total sum to be expended in such
quarter in accordance with the provisions of such
subsections, and stating the amount appropriated or
made available by the State and its political subdivi-
sions for such expenditures in such quarter, and if
such amount is less than the State’s proportionate
share of the total sum of such estimated expendi-
tures, the source or sources from which the dif-
ference 1s expected to be derived, and (B) such other
investigation as the Secretary may find necessary.
“(2) PAYMENT.—

“(A) IN GENERAL.—The Secretary shall
then pay to the State, in such installments as
the Secretary may determine and in accordance
with section 6503(a) of title 31, United States
Code, the amount so estimated, reduced or in-
creased to the extent of any overpayment or
underpayment which the Secretary determines
was made under this section (or section 1903)
to such State for any prior quarter and with re-
spect to which adjustment has not already been
made under this subsection (or under section

1903(d)).
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“(B) TREATMENT AS OVERPAYMENTS.

Expenditures for which payments were made to
the State under subsection (a) shall be treated
as an overpayment to the extent that the State
or local agency administering such plan has
been reimbursed for such expenditures by a
third party pursuant to the provisions of its
plan in compliance with section 1555.

“(C) RECOVERY OF OVERPAYMENTS.—Kor
purposes of this subsection, when an overpay-
ment is discovered, which was made by a State
to a person or other entity, the State shall have
a period of 60 days in which to recover or at-
tempt to recover such overpayment before ad-
justment is made in the Federal payment to
such State on account of such overpayment.
Except as otherwise provided in subparagraph
(D), the adjustment in the Federal payment
shall be made at the end of the 60 days, wheth-
er or not recovery was made.

“(D) No ADJUSTMENT FOR
UNCOLLECTABLES.—In any case where the
State is unable to recover a debt which rep-
resents an overpayment (or any portion thereof)

made to a person or other entity on account of
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such debt having been discharged in bankruptcy
or otherwise being uncollectable, no adjustment
shall be made in the Federal payment to such
State on account of such overpayment (or por-

tion thereof).

“(3) FEDERAL SHARE OF RECOVERIES.—The
pro rata share to which the United States is equi-
tably entitled, as determined by the Secretary, of the
net amount recovered during any quarter by the
State or any political subdivision thereof with re-
spect to medical assistance furnished under the

State plan shall be considered an overpayment to be

adjusted under this subsection.

“(4) TIMING OF OBLIGATION OF FUNDS.
Upon the making of any estimate by the Secretary
under this subsection, any appropriations available
for payments under this section shall be deemed ob-
ligated.

“(5) DISALLOWANCES.—In any case in which
the Secretary estimates that there has been an over-
payment under this section to a State on the basis
of a claim by such State that has been disallowed by
the Secretary under section 1116(d) or in the case
desceribed in paragraph (6)(C), and such State dis-

putes such disallowance or an adjustment under
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such paragraph, the amount of the Federal payment
in controversy shall, at the option of the State, be
retained by such State or recovered by the Secretary
pending a final determination with respect to such
payment amount. If such final determination is to
the effect that any amount was properly disallowed,
and the State chose to retain payment of the
amount in controversy, the Secretary shall offset,
from any subsequent payments made to such State
under this title, an amount equal to the proper
amount of the disallowance plus interest on such
amount disallowed for the period beginning on the
date such amount was disallowed and ending on the
date of such final determination at a rate (deter-
mined by the Secretary) based on the average of the
bond equivalent of the weekly 90-day treasury bill
auction rates during such period.

“(6) ADJUSTMENTS IN PAYMENTS REFLECTING
OVER- AND UNDER-ESTIMATIONS OF SUPPLEMENTAL
UMBRELLA ALLOTMENT.—

“(A) IN GENERAL.—Based on data re-
ported under section 1511(g)(5)(A)(11) and an-
nual audits provided for under section 1551(a)
on the actual excess number of individuals in

each population group for a fiscal year, the Sec-

*HR 3734 RH



© 00O N O 0o B~ W N PP

N N DN DN DD DN P PP PPk PR PP
aa A W N P O ©W 00 N O O b W N B O

239

retary shall determine the final amount of the
supplemental umbrella allotment for each State
for the fiscal year and whether, based on such
final amount, the amount of payment made for
the fiscal year was greater, or less, than the
amount that should have been paid if payments
had been made based on such final amount.

“(B) PAYMENT IN CASE OF UNDERESTI-
MATION.—If the Secretary determines under
subparagraph (A) there was an underpayment
to a State, the Secretary shall increase the
amount of the next quarterly payment under
this section to the State by the amount of such
underpayment.

“(C) OFFSETTING OF PAYMENTS IN CASE
OF OVERESTIMATION.—If the Secretary deter-
mines under subparagraph (A) there was an
overpayment to a State, the Secretary shall,
subject to the procedures provided under para-
oraph (5), decrease the amount of the payment
for the next quarter (or, at the diseretion of the
Secretary, over a period of not more than 4 cal-
endar quarters) by the amount of such overpay-
ment. In the case in which a State seeks review

of such a determination i accordance with the
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procedures under paragraph (5), the Secretary

shall provide for completion of such review

process within 1 year after the date the State
requests such review.

“(¢) APPLICABLE FEDERAL MEDICAL ASSISTANCE
PERCENTAGE DEFINED.—In this section, except as pro-
vided in subsection (f), the term ‘applicable Federal medi-
cal assistance percentage’ means, with respect to one of
the 50 States or the District of Columbia, at the State’s
or District’s option—

“(1) the old Federal medical assistance percent-
age (as determined in subsection (d));

“(2) the lesser of—

“(A) new Federal medical assistance per-
centage (as determined under subsection (e)) or

“(B) the old Federal medical assistance
percentage plus 10 percentage points; or

“(3) 60 percent.

“(d) OLD FEDERAL MEDICAL ASSISTANCE PER-
CENTAGE.—

“(1) IN GENERAL.—Except as provided in para-
eraph (2) and subsection (f), the term ‘old Federal
medical assistance percentage’ for any State is 100
percent less the State percentage; and the State per-

centage 1s that percentage which bears the same
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ratio to 45 percent as the square of the per capita
income of such State bears to the square of the per
capita income of the continental United States (in-
cluding Alaska) and Hawaii.

“(2) LIMITATION ON RANGE.—In no case shall
the old Federal medical assistance percentage be less
than 50 percent or more than 83 percent.

“(3) PROMULGATION.—The old Federal medical
assistance percentage for any State shall be deter-
mined and promulgated in accordance with the pro-
visions of section 1101(a)(8)(B).

“(e) NEW FEDERAL MEDICAL ASSISTANCE PER-
CENTAGE DEFINED.—

“(1) IN GENERAL.—

“(A) TERM DEFINED.—Except as provided
in paragraph (3) and subsection (f), the term
‘new Federal medical assistance percentage’
means, for each of the 50 States and the Dis-
trict of Columbia, 100 percent reduced by the
product 0.39 and the ratio of—

“@1)(I) for each of the 50 States, the
total taxable resources (TTR) ratio of the

State specified in subparagraph (B), or
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“(IT) for the District of Columbia, the
per capita income ratio specified in sub-
paragraph (C),

to—

“(i1) the ageregate expenditure need
ratio of the State or District, as described
in subparagraph (D).

“(B) TOTAL TAXABLE RESOURCES (TTR)
RATIO.—For  purposes  of  subparagraph
(A)(1)(I), the total taxable resources (TTR)
ratio for each of the 50 States is—

“(1) an amount equal to the most re-
cent 3-year average of the total taxable re-
sources (TTR) of the State, as determined
by the Secretary of the Treasury, divided
by

“(11) an amount equal to the sum of
the 3-year averages determined under
clause (1) for each of the 50 States.

“(C) PER CAPITA INCOME RATIO.—For
purposes of subparagraph (A)(i)(II), the per
capita income ratio of the District of Columbia
1s—

“(1) an amount equal to the most re-

cent 3-year average of the total personal
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income of the District of Columbia, as de-
termined in accordance with the provisions
of section 1101 (a)(8)(B), divided by

“(11) an amount equal to the total per-
sonal income of the continental United
States (including Alaska) and Hawaii, as
determined under section 1101(a)(8)(B).

“(D) AGGREGATE EXPENDITURE NEED

RATIO.—For purposes of subparagraph (A),

with respect to each of the 50 States and the

Distriet of Columbia for a fiscal year, the ag-

oregate expenditure need ratio is—

“(i) the State ageregate expenditure
need (as defined in section 1511(d)) for
the State for the fiscal year, divided by

“(i1) the sum of such State ageregate
expenditure needs for the 50 States and

the District of Columbia for the fiscal year.

“(2) LIMITATION ON RANGE.—Except as pro-

vided in subsection (f), the new Federal medical as-

sistance percentage shall in no case be less than 40

percent or greater than 83 percent.

“(3) PROMULGATION.—The new Federal medi-

cal assistance percentage for any State shall be pro-

mulgated in a timely manner consistent with the
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promulgation of the old Federal medical assistance

percentage under section 1101(a)(8)(B).

“(f) SPECIAL RULES.—For purposes of this title:

“(1) COMMONWEALTHS AND TERRITORIES.—In

the case of Puerto Rico, the Virgin Islands, Guam,
the Northern Mariana Islands, and American
Samoa, the old and new Federal medical assistance
percentages are 50 percent.

“(2) ALASKA.—In the case of Alaska, the old
Federal medical assistance percentage is that per-
centage which bears the same ratio to 45 percent as
the square of the adjusted per capita income of such
State bears to the square of the per capita income
of the continental United States. For purposes of
the preceding sentence, the adjusted per capita in-
come for Alaska shall be determined by dividing the
State’s most recent 3-year average per capita by the
health care cost index for such State (as determined
under section 1511(d)(3)).

“(3) INDIAN HEALTH SERVICE AND RELATED
FACILITIES.—The old and new Federal medical as-
sistance percentages shall be 100 percent with re-
spect to the amounts expended as medical assistance

for services provided by

“(A) an Indian Health Service facility;
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“(B) an Indian health program operated
by an Indian tribe or tribal organization (as de-
fined in section 4 of the Indian Health Care
Improvement Act) pursuant to a contract,
orant, cooperative agreement, or compact with
the Indian Health Service under the Indian
Self-Determination Act; or

“(C) an urban Indian health program op-
erated by an urban Indian organization pursu-
ant to a grant or contract with the Indian
Health Service under title V of the Indian
Health Care Improvement Act.
“(4) NO STATE MATCHING REQUIRED FOR CER-

TAIN EXPENDITURES.

In applying subsection (a)(1)
with respect to medical assistance provided to unlaw-
ful aliens pursuant to the exception specified in sec-
tion 1513(f)(2), payment shall be made for the
amount of such assistance without regard to any
need for a State match.

“(5) SPECIAL TRANSITIONAL RULE.—

“(A) IN GENERAL.—Notwithstanding sub-
section (a), in order to receive the full State
outlay  allotment  deseribed  in  section
1511(e)(3)(C)(1), a State described in subpara-

ograph (C) shall expend State funds in a fiscal
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yvear (before fiscal year 2000) under a State
plan under this title in an amount not less than
the adjusted base year State expenditures, plus
the applicable percentage of the difference be-
tween such expenditures and the amount nec-
essary to qualify for the full State outlay allot-
ment so described in such fiscal year as deter-
mined under this section without regard to this
paragraph.

“(B) REDUCTION IN ALLOTMENT IF EX-
PENDITURE NOT MET.—In the event a State
described in subparagraph (C) fails to expend
State funds in an amount required by subpara-
oraph (A) for a fiscal year, the outlay allotment
desceribed in section 1511(¢)(3)(C)(1) for such
yvear for such State shall be reduced by an
amount which bears the same ratio to such out-
lay allotment as the State funds expended in
such fiscal year bears to the amount required
by subparagraph (A).

“(C) ADJUSTED BASE YEAR STATE EX-

PENDITURES.

For purposes of this paragraph,
the term ‘adjusted base year State expendi-

tures’ means, for Louisiana, $355,000,000.
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1 “(D) APPLICABLE PERCENTAGE.—For
2 purposes of this paragraph, the applicable per-
3 centage for a fiscal year is specified in the fol-
4 lowing table:
Applicable
“Fiscal year: Percentage:
1996 oo 20
1997 oo 40
1998 oo 60
1999 oo 80.
5 “(6) TREATMENT OF EXPENDITURES ATTRIB-
6 UTABLE TO UMBRELLA FUND.—The ‘applicable Fed-
7 eral medical assistance percentage’ with respect to
8 amounts attributable to supplemental amounts de-
9 seribed in section 1511(g), is the old Federal medi-
10 cal assistance percentage.
11 “(2) UsE oF LocAL FUNDS.
12 “(1) IN GENERAL.—Subject to paragraph (2), a
13 State may use local funds to meet the non-Federal
14 share of the expenditures under the State plan with
15 respect to which payments may be made under this
16 section.
17 “(2) LimrraTioN.—For any fiscal year local
18 funds may not exceed 40 percent of the total of the
19 non-Federal share of such expenditures for the fiscal
20 year.
21 “(h) PERMITTING INTER-GOVERNMENTAL KUNDS

22 TRANSFERS.—
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1 “(1) IN GENERAL.—Public funds, as defined in
2 paragraph (2), may be considered as the State’s
3 share in determining State financial participation
4 under this title.

5 “(2) PUBLIC FUNDS DEFINED.—For purposes

6 of this subsection, the term ‘public funds’ means

7 funds—

8 “(A) that are—

9 “(1) appropriated directly to the State
10 or to the local agency administering the
11 State plan under this title, or transferred
12 from other public agencies (including In-
13 dian tribes) to the State or local agency
14 and under its administrative control, or
15 “(i1) certified by the contributing pub-
16 lic agency as representing expenditures eli-
17 oible for Federal financial participation
18 under this title; and
19 “(B) that—

20 “(1) are not Federal funds, or

21 “(i1) are Federal funds authorized by
22 Federal law to be used to match other
23 Federal funds.

24 “(1) APPLICATION OF PROVIDER TAX AND DONATION

25 RESTRICTIONS.—
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“(1) IN GENERAL.—Subject to paragraph (2),
the provisions of section 1903(w) (as in effect on
June 1, 1996) shall apply under this title in the
same manner as they applied under title XIX (as of
such date).

“(2) WAIVER AUTHORITY.—DBeginning 2 years
after the date of the enactment of this title, the Sec-
retary, taking into account the report submitted
under section 1513(j)(2), may waive, upon the appli-
cation of a State, paragraph (1) as it applies in that
State if the Secretary determines that the waiver
would not financially undermine the program under
this title and would not otherwise be abusive.

“SEC. 1513. LIMITATION ON USE OF FUNDS; DISALLOW-
ANCE.

“(a) IN GENERAL.—Funds provided to a State under
this title shall only be used to carry out the purposes of
this title.

“(b) DISALLOWANCES FOR EXCLUDED PROVID-

ERS.

“(1) IN GENERAL.—Payment shall not be made
to a State under this part for expenditures for items
and services furnished—

“(A) by a provider who was excluded from

participation under title V, XVIII, or XX or
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under this title pursuant to section 1128,
1128A, 1156, or 1842(3)(2), or
“(B) under the medical direction or on the
prescription of a physician who was so excluded,
if the provider of the services knew or had rea-
son to know of the exclusion.

“(2) EXCEPTION FOR EMERGENCY SERVICES.—
Paragraph (1) shall not apply to emergency items or
services, not including hospital emergency room serv-
ices.

“(¢) LIMITATIONS ON PAYMENTS FOR MEDICALLY-

RELATED SERVICES AND ADMINISTRATIVE EXPENSES.
“(1) IN GENERAL.—No Federal financial assist-
ance 1s available for expenditures under the State

plan for

“(A) medically-related services for a quar-
ter to the extent such expenditures exceed 5
percent of the total expenditures under the plan
for the quarter, or

“(B) total administrative expenses (other
than expenses described in paragraph (2) dur-
ing the first 8 quarters in which the plan is in
effect under this title) for quarters in a fiscal

year to the extent such expenditures exceed the
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sum of $20,000,000 plus 10 percent of the total
expenditures under the plan for the year.
“(2) ADMINISTRATIVE EXPENSES NOT SUBJECT
TO LIMITATION.—The administrative expenses re-
ferred to in this paragraph are expenditures under
the State plan for the following activities:

“(A) Quality assurance.

“(B) The development and operation of the
certification program for nursing facilities and
intermediate care facilities for the mentally re-
tarded under section 1557.

“(C) Utilization review activities, including
medical activities and activities of peer review
organizations.

“(D) Inspection and oversight of providers
and capitated health care organizations.

“(E) Anti-fraud activities.

“(F) Independent evaluations.

“(G) Activities required to meet reporting
requirements under this title.

“(d) TREATMENT OF THIRD PARTY LIABILITY.—No

payment shall be made to a State under this part for ex-
penditures for medical assistance provided for an individ-
ual under its State plan to the extent that a private in-

surer (as defined by the Secretary by regulation and in-
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cluding a group health plan (as defined in section 607(1)
of the Employee Retirement Income Security Act of
1974), a service benefit plan, and a health maintenance
organization) would have been obligated to provide such
assistance but for a provision of its insurance contract
which has the effect of limiting or excluding such obliga-
tion because the individual is eligible for or is provided
medical assistance under the plan.

“(e) SECONDARY PAYER PROVISIONS.

Except as
otherwise provided by law, no payment shall be made to
a State under this part for expenditures for medical assist-
ance provided for an individual under its State plan to
the extent that payment has been made or can reasonably
be expected to be made promptly (as determined in accord-
ance with regulations) under any other federally operated
or financed health care insurance program, other than an
insurance program operated or financed by the Indian
Health Service, as identified by the Secretary. For pur-
poses of this subsection, rules similar to the rules for over-
payments under section 1512(b) shall apply.
“(f) LIMITATION ON PAYMENTS KFOR SERVICES TO
NONLAWFUL ALIENS.—
“(1) IN GENERAL.—Notwithstanding the pre-
ceding provisions of this section, except as provided

in paragraph (2), no payment may be made to a
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State under this part for medical assistance fur-
nished to an alien who is not lawfully admitted for
permanent residence or otherwise permanently resid-
ing in the United States under color of law.

“(2) EXCEPTION.—Payment may be made
under this section for care and services that are fur-
nished to an alien described in paragraph (1) only
if—

“(A) such care and services are necessary
for the treatment of an emergency medical con-
dition of the alien (or, at the option of the
State, for prenatal care),

“(B) such alien otherwise meets the eligi-
bility requirements for medical assistance under
the State plan (other than a requirement of the
receipt of aid or assistance under title IV, sup-
plemental security income benefits under title
XVI, or a State supplementary payment), and

“(C) such care and services are not related
to an organ transplant procedure.

“(3) EMERGENCY MEDICAL CONDITION DE-
FINED.—For purposes of this subsection, the term
‘emergency medical condition” means a medical con-
dition (including emergency labor and delivery)

manifesting itself by acute symptoms of sufficient
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severity (including severe pain) such that the ab-
sence of immediate medical attention could reason-
ably be expected to result in—
“(A) placing the patient’s health in serious
jeopardy,
“(B) serious impairment to bodily func-
tions, or
“(C) serious dysfunction of any bodily
organ or part.

“(2) LIMITATION ON PAYMENT FOR CERTAIN OUT-

“(1) IN GENERAL.—No payment may be made
to a State under this part for medical assistance for
covered outpatient drugs (as defined in section
1575(1)(2)) of a manufacturer provided under the
State plan unless the manufacturer (as defined in
section 1575(1)(4)) of the drug—

“(A) has entered into a master rebate
agreement with the Secretary under section
1575,

“(B) is otherwise complying with the provi-
sions of such section,

“(C) subject to paragraph (4), is comply-
g with the provisions of section 8126 of title

38, United States Code, including the require-
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ment of entering into a master agreement with
the Secretary of Veterans Affairs under such
section, and

“(D) subject to paragraph (4), is comply-
ing with the provisions of section 340B of the

Public Health Service Act, including the re-

quirement of entering into an agreement with

the Secretary under such section.

“(2) CONSTRUCTION.—Nothing in this sub-
section shall be construed as requiring a State to
participate in the master rebate agreement under
section 1575.

“(3) EFFECT OF SUBSEQUENT  AMEND-
MENTS.—For purposes of subparagraphs (C) and
(D) of paragraph (1), in determining whether a
manufacturer is in compliance with the requirements
of section 8126 of title 38, United States Code, or
section 3408 of the Public Health Service Act

“(A) the Secretary shall not take into ac-
count any amendments to such sections that
are enacted after the enactment of title VI of
the Veterans Health Care Act of 1992, and

“(B) a manufacturer is deemed to meet
such requirements if the manufacturer estab-

lishes to the satisfaction of the Secretary that
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the manufacturer would comply (and has of-

fered to comply) with the provisions of such

sections (as in effect immediately after the en-
actment of the Veterans Health Care Act of

1992) and would have entered into an agree-

ment under such section (as such section was in

effect at such time), but for a legislative change
in such section after the date of the enactment

of the Veterans Health Care Act of 1992.

“(4) EFFECT OF ESTABLISHMENT OF ALTER-
NATIVE MECHANISM UNDER PUBLIC HEALTH SERV-
ICE ACT.—If the Secretary does not establish a
mechanism to ensure against duplicate discounts or
rebates under section 340B(a)(5)(A) of the Public
Health Service Act within 12 months of the date of
the enactment of such section, the following require-
ments shall apply:

“(A) Each covered entity under such sec-
tion shall inform the State when it is seeking
reimbursement from the State plan for medical
assistance with respect to a unit of any covered
outpatient drug which 1s subject to an agree-
ment under section 340B(a) of such Act.

“(B) Each such State shall provide a

means by which such an entity shall indicate on
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any drug reimbursement claims form (or for-
mat, where -electronic claims management is
used) that a unit of the drug that is the subject
of the form is subject to an agreement under
section 340B of such Act, and not submit to
any manufacturer a claim for a rebate payment

with respect to such a drug.

“(1) IN GENERAL.—Payment shall not be made

to a State under this part for any amount expended

under the State plan to pay for any abortion or to

assist in the purchase, in whole or in part, of health

benefit coverage that includes coverage of abortion.

“(2) ExcerTION.—Paragraph (1) shall not

apply to an abortion—

H(i)

“(A) if the pregnancy is the result of an
act of rape or incest, or

“(B) in the case where a woman suffers
from a physical disorder, illness, or injury that
would, as certified by a physician, place the
woman in danger of death unless an abortion is
performed.

LIMITATION ON PAYMENT FOR ASSISTING

24 DraTHs.—Payment shall not be made to a State under

25 this part for amounts expended under the State plan to
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pay for, or to assist in the purchase, in whole or in part,
of health benefit coverage that includes payment for any
drug, biological product, or service which was furnished
for the purpose of causing, or assisting in causing, the
death, suicide, euthanasia, or mercy killing of a person.
“(j) STUDY AND REPORT ON STATE FUNDING.—

“(1) STuDY.—The Comptroller General shall
provide for a study of the methods by which States
provide for financing their share of expenditures
under this title. Such study shall include an exam-
ination of the use of provider taxes and donations,
as well as intergovernmental transfers.

“(2) REPORT.—Not later than 2 years after the
date of the enactment of this title, the Comptroller
General shall submit to Congress a report on such
study. The report shall include such recommenda-
tions as the Comptroller General deems appropriate.

“PART C—ESTABLISHMENT AND AMENDMENT OF
STATE PLANS
“SEC. 1521. DESCRIPTION OF STRATEGIC OBJECTIVES AND
PERFORMANCE GOALS.
“(a) DESCRIPTION.—A State plan shall include a de-
seription of the strategic objectives and performance goals
the State has established for providing health care services

to low-income populations under this title, including a gen-
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eral description of the manner in which the plan is de-
signed to meet these objectives and goals.

“(b) CERTAIN OBJECTIVES AND GoOALS RE-
QUIRED.—A State plan shall include strategic objectives
and performance goals relating to rates of childhood im-
munizations, reductions in infant mortality and morbidity,
and access to services for children with special health care
needs (as defined by the State).

“(¢) CONSIDERATIONS.—In specifying these objec-
tives and goals the State may consider factors such as the
following:

“(1) The State’s priorities with respect to pro-
viding assistance to low-income populations.

“(2) The State’s priorities with respect to the
general public health and the health status of indi-
viduals eligible for assistance under the State plan.

“(3) The State’s financial resources, the par-
ticular economic conditions in the State, and relative
adequacy of the health care infrastructure in dif-
ferent regions of the State.

“(d) PERFORMANCE MEASURES.—To the extent
practicable—

“(1) one or more performance goals shall be es-
tablished by the State for each strategic objective

identified in the State plan; and
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“(2) the State plan shall deseribe, how program
performance will be—
“(A) measured through objective, inde-
pendently verifiable means, and
“(B) compared against performance goals,
in order to determine the State’s performance
under this title.
“(e) PERIOD COVERED.—

“(1) STRATEGIC OBJECTIVES.

The strategic
objectives shall cover a period of not less than 5
yvears and shall be updated and revised at least every
3 years.

“(2) PERFORMANCE GOALS.—The performance
coals shall be established for dates that are not more
than 3 years apart.

“SEC. 1522. ANNUAL REPORTS.

“(a) IN GENERAL.—In the case of a State with a
State plan that is in effect for part or all of a fiscal year,
no later than March 31 following such fiscal year the State
shall prepare and submit to the Secretary and the Con-
oress a report on program activities and performance

under this title for such fiscal year.

“(b) CONTENTS.—Each annual report under this sec-
p

tion for a fiscal year shall include the following:
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“(1) EXPENDITURE AND BENEFICIARY SUM-

MARY.—

“(A) INITIAL SUMMARY.—For the report

for fiscal year 1997, a summary of all expendi-

tures under the State plan during the fiscal

year as follows:

*HR 3734 RH

“(1) Ageregate medical assistance ex-
penditures, disageregated to the extent re-
quired to determine compliance with the
set-aside requirement of section 1502(c)
and to determine the program need of the
State under section 1511(d)(2).

“(i1) For each general category of eli-
eible individuals (specified in subsection
(e)(1)), ageregate medical assistance ex-
penditures and the total and average num-
ber of eligible individuals under the State
plan.

“(i11) By each general category of eli-
eible individuals, total expenditures for
each of the categories of health care items
and services (specified in subsection (¢)(2))
which are covered under the State plan

and provided on a fee-for-service basis.
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“(iv) By each general category of eli-
oible individuals, total expenditures for
payments to capitated health care organi-
zations (as defined in section 1504(¢)(1)).
“(v) Total administrative expendi-
tures.

“(B) SUBSEQUENT SUMMARIES.—For re-

ports for each succeeding fiscal year, a sum-

mary of—

“(1) all expenditures under the State
plan, and

“(i1) the total and average number of
eligible individuals under the State plan for
each general category of eligible individ-

uals.

“(2) UTILIZATION SUMMARY.—

“(A) INITIAL SUMMARY.—For the report

for fiscal year 1997, summary statistics on the

utilization of health care services under the

State plan during the year as follows:
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number and percentage of persons who re-

ceived such a type of service or item dur-

ing the period covered by the report.

“(11) Summary of health care utiliza-
tion data reported to the State by
capitated health care organizations.

“(B) SUBSEQUENT SUMMARIES.—For re-
ports for each succeeding fiscal year, summary
statistics on the utilization of health care serv-
ices under the State plan.

“(3) ACHIEVEMENT  OF  PERFORMANCE

GOALS.—With respect to each performance goal es-
tablished under section 1521 and applicable to the

year involved—

“(A) a brief description of the goal;

“(B) a description of the methods to be
used to measure the attainment of such goal;

“(C) data on the actual performance with
respect to the goal;

“(D) a review of the extent to which the
coal was achieved, based on such data; and

“(E) if a performance goal has not been
met—

“(1) why the goal was not met, and
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“(11) actions to be taken in response
to such performance, including adjust-
ments in performance goals or program ac-

tivities for subsequent years.

“(4) PROGRAM EVALUATIONS.—A summary of
the findings of evaluations under section 1523 com-
pleted during the fiscal year covered by the report.

“(5) FRAUD AND ABUSE AND QUALITY CON-

TROL ACTIVITIES.—A general description of the

State’s activities under part D to detect and deter
fraud and abuse and to assure quality of services
provided under the program.

“(6) PLAN ADMINISTRATION.—

“(A) A description of the administrative
roles and responsibilities of entities in the State
responsible for administration of this title.

“(B) Organizational charts for each entity
in the State primarily responsible for activities
under this title.

“(C) A brief description of each interstate
compact (if any) the State has entered into
with other States with respect to activities

under this title.
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“(D) General citations to the State stat-
utes and administrative rules governing the
State’s activities under this title.
“(¢) DESCRIPTION OF CATEGORIES.—In this section:
“(1) GENERAL CATEGORIES OF ELIGIBLE INDI-
VIDUALS.—Each of the following i1s a general cat-
egory of eligible individuals:
“(A) Pregnant women.
“(B) Children.
“(C) Blind or disabled adults who are not
elderly individuals.
“(D) Elderly individuals.
“(E) Other adults.

“(2) CATEGORIES OF HEALTH CARE ITEMS AND

SERVICES.—The health care items and services de-
seribed in each paragraph of section 1571(a) shall
be considered a separate category of health care
items and services.

“SEC. 1523. PERIODIC, INDEPENDENT EVALUATIONS.

“(a) IN GENERAL.—During fiscal year 1999 and
every third fiscal year thereafter, each State shall provide
for an evaluation of the operation of its State plan under
this title.

“(b) INDEPENDENT.—Each such evaluation with re-

spect to an activity under the State plan shall be con-
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ducted by an entity that is neither responsible under State
law for the submission of the State plan (or part thereof)
nor responsible for administering (or supervising the ad-
ministration of) the activity. If consistent with the pre-
vious sentence, such an entity may be a college or univer-
sity, a State agency, a legislative branch agency in a State,
or an independent contractor.

“(¢) RESEARCH DESIGN.—Each such evaluation
shall be conducted in accordance with a research design
that 1s based on generally accepted models of survey de-
sign and sampling and statistical analysis.

“SEC. 1524. DESCRIPTION OF PROCESS FOR STATE PLAN
DEVELOPMENT.

“Each State plan shall include a description of the
process under which the plan shall be developed and imple-
mented in the State (consistent with section 1525).

“SEC. 1525. CONSULTATION IN STATE PLAN DEVELOPMENT.

“(a) PuBLic NOTICE PROCESS.—Before submitting
a State plan or a plan amendment described in subsection
(¢) to the Secretary under this part, a State shall pro-
vide—

“(1) public notice respecting the submittal of
the proposed plan or amendment, including a gen-

eral description of the plan or amendment,
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“(2) a means for the public to inspect or obtain
a copy (at reasonable charge) of the proposed plan
or amendment,

“(3) an opportunity for submittal and consider-
ation of public comments on the proposed plan or
amendment, and

“(4) for consultation with one or more advisory
committees established and maintained by the State.

The previous sentence shall not apply to a revision of a
State plan (or revision of an amendment to a plan) made
by a State under section 1529(¢)(1) or to a plan amend-
ment withdrawal described in section 1529(¢)(4).

“(b) CONTENTS OF NOTICE.—A notice under sub-
section (a)(1) for a proposed plan or amendment shall in-
clude a description of—

“(1) the general purpose of the proposed plan
or amendment (including applicable effective dates),

“(2) where the public may inspect the proposed
plan or amendment,

“(3) how the public may obtain a copy of the
proposed plan or amendment and the applicable
charge (if any) for the copy, and

“(4) how the public may submit comments on

the proposed plan or amendment, including any
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deadlines applicable to consideration of such com-

ments.

“(¢) AMENDMENTS DESCRIBED.—An amendment to
a State plan described in this subsection is an amendment
which makes a material and substantial change in eligi-
bility under the State plan or the benefits provided under
the plan.

“(d) PuBricaTioN.—Notices under this section may
be published (as selected by the State) in one or more daily
newspapers of general circulation in the State or in any
publication used by the State to publish State statutes or
rules.

“(e) COMPARABLE PROCESS.—A separate notice, or
notices, shall not be required under this section for a State
if notice of the State plan or an amendment to the plan
will be provided under a process specified in State law that
is substantially equivalent to the notice process specified
n this section.

“SEC. 1526. SUBMITTAL AND APPROVAL OF STATE PLANS.

“(a) SUBMITTAL.—As a condition of receiving fund-
ing under part B, each State shall submit to the Secretary
a State plan that meets the applicable requirements of this
title.

“(b) APPROVAL.—Except as the Secretary may pro-

vide under section 1529 (including subsection (b) relating

*HR 3734 RH



© 00O N O 0o B~ W N PP

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

269

to noncompliance with required guarantees), a State plan
submitted under subsection (a)—
“(1) shall be approved for purposes of this title,
and
“(2) shall be effective beginning on a date that
18 specified 1n the plan, but in no case earlier than
60 days after the date the plan is submitted.
“(e) CONSTRUCTION.—Nothing in this section shall
be construed as prohibiting a State from submitting a
State plan that includes the coverage and benefits (includ-
ing those provided under a waiver granted under section
1115) of its State plan under title XIX (as in effect as
of the date of the enactment of the Medicaid Restructur-
ing Act of 1996), so long as such plan complies with the
applicable requirements of this title, including the guaran-
tees under section 1501, and remains subject to the fund-
ing provisions of section 1511.
“SEC. 1527. SUBMITTAL AND APPROVAL OF PLAN AMEND-
MENTS.

“(a) SUBMITTAL OF AMENDMENTS.

A State may
amend, in whole or in part, its State plan at any time
through transmittal of a plan amendment under this sec-
tion.

“(b) ApPrOVAL.—Except as the Secretary may pro-

vide under section 1529 (including subsection (b) relating
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“(1) shall be approved for purposes of this title,
and

“(2) shall be effective as provided in subsection
(c).

“(¢) EFFECTIVE DATES FOR AMENDMENTS.—

“(1) IN GENERAL.—Subject to the succeeding
provisions of this subsection, an amendment to a
State plan shall take effect on one or more effective
dates specified in the amendment.

“(2) AMENDMENTS RELATING TO ELIGIBILITY
OR BENEFITS.

(4)—

Except as provided in paragraph

“(A) NOTICE REQUIREMENT.—Any plan
amendment that eliminates or restricts eligi-
bility or benefits under the plan may not take
effect unless the State certifies that it has pro-
vided prior or contemporaneous public notice of
the change, in a form and manner provided
under applicable State law.

“(B) TIMELY TRANSMITTAL.

Any plan
amendment that eliminates or restricts eligi-
bility or benefits under the plan shall not be ef-

fective for longer than a 60-day period unless

*HR 3734 RH



© 00 N O 0o B~ W N PP

I
N Bk O

13

271

the amendment has been transmitted to the

Secretary before the end of such period.

“(3) OTHER AMENDMENTS.—Subject to para-
eraph (4), any plan amendment that is not deseribed
in paragraph (2) which becomes effective in a State
fiscal year may not remain in effect after the end of
such fiscal year (or, if later, the end of the 90-day
period on which it becomes effective) unless the
amendment has been transmitted to the Secretary.

“(4) EXCEPTION.—The requirements of para-
oraphs (2) and (3) shall not apply to a plan amend-
ment that is submitted on a timely basis pursuant

to a court order or an order of the Secretary.

14 «SEC. 1528. PROCESS FOR STATE WITHDRAWAL FROM PRO-

15
16
17
18
19
20
21
22
23
24
25

GRAM.

“(a) IN GENERAL.—A State may rescind its State

plan and discontinue participation in the program under

this title at any time after providing—

“(1) the public with 90 days prior notice in a
publication in one or more daily newspapers of gen-
eral circulation in the State or in any publication
used by the State to publish State statutes or rules,
and

“(2) the Secretary with 90 days prior written

notice.
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“(b) EFFECTIVE DATE.—Such discontinuation shall
not apply to payments under part B for expenditures
made for items and services furnished under the State
plan before the effective date of the discontinuation.

“(¢) PRORATION OF ALLOTMENTS.—In the case of

any withdrawal under this section other than at the end
of a Federal fiscal year, notwithstanding any provision of
section 1511 to the contrary, the Secretary shall provide
for such appropriate proration of the application of allot-
ments under section 1511 as is appropriate.

“SEC. 1529. SANCTIONS FOR NONCOMPLIANCE.

“(a) PrRoMPT REVIEW OF PLAN SUBMITTALS.—The
Secretary shall promptly review State plans and plan
amendments submitted under this part to determine if
they substantially comply with the requirements of this
title.

“(b) DETERMINATIONS OF NONCOMPLIANCE WITH
CERTAIN GUARANTEES.—

“(1) AT TIME OF PLAN OR AMENDMENT SUB-
MITTAL.—If the Secretary determines that a State
plan or plan amendment submitted under this part
violates the guarantees of coverage and benefits
under subsections (a) and (b) of section 1501, the
Secretary shall notify the State in writing of such

determination and shall issue an order specifying

*HR 3734 RH



© 00 N O O B~ W N PP

N NN NN R PR R R R R RR R e
5E W N B O © 0 N O O M W N R O

273

that the plan or amendment, insofar as it is in viola-
tion with such requirement, shall not be effective,
except as provided in subsection (d), as of the date
specified in the order.

“(2) VIOLATIONS IN  ADMINISTRATION OF
PLAN.—If the Secretary determines, after reasonable
notice and opportunity for a hearing for the State,
that in the administration of a State plan there is
a violation of guarantee of coverage and benefits
under subsection (a) or (b) of section 1501, the Sec-
retary shall provide the State with written notice of
the determination and with an order to remedy such
violation. Such an order shall become effective pro-
spectively, as specified in the order, after the date of
receipt of such written notice. Such an order may in-
clude the withholding of funds, consistent with sub-
section (g), for parts of the State plan affected by
such violation, until the Secretary is satisfied that
the violation has been corrected.

“(3) CONSULTATION WITH STATE.—Before
making a determination adverse to a State under
this section, the Secretary shall—

“(A) reasonably consult with the State in-

volved,
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“(B) offer the State a reasonable oppor-
tunity to clarify the submission and submit fur-
ther information to substantiate compliance
with the requirements of subsections (a) and
(b) of section 1501, and

“(C) reasonably consider any such clari-
fications and information submitted.
“(4) JUSTIFICATION OF ANY INCONSISTENCIES

IN DETERMINATIONS.—If the Secretary makes a de-

termination under this section that is, in whole or in
part, inconsistent with any previous determination
issued by the Secretary under this title, the Sec-
retary shall include in the determination a detailed
explanation and justification for any such difference.
“(¢) DETERMINATIONS OF OTHER SUBSTANTIAL
NONCOMPLIANCE.—

“(1) AT TIME OF PLAN OR AMENDMENT SUB-
MITTAL.—

“(A) IN GENERAL.—If the Secretary, dur-
ing the 30-day period beginning on the date of
submittal of a State plan or plan amendment—

“(1) determines that the plan or
amendment substantially violates (within
the meaning of paragraph (5)) a require-

ment of this title, and
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“(11) provides written notice of such
determination to the State,

the Secretary shall issue an order specifying
that the plan or amendment, insofar as it is in
substantial violation of such a requirement,
shall not be effective, except as provided in sub-
section (d), beginning at the end of a period of
not less than 30 days (or 120 days in the case
of the initial submission of the State plan) spec-
ified in the order beginning on the date of the

notice of the determination.

“(B) EXTENSION OF TIME PERIODS.—The
time periods specified in subparagraph (A) may
be extended by written agreement of the Sec-

retary and the State involved.

“(2)  VIOLATIONS 1IN  ADMINISTRATION OF

PLAN.—

“(A) IN GENERAL.—If the Secretary deter-
mines, after reasonable notice and opportunity
for a hearing for the State, that in the adminis-
tration of a State plan there is a substantial
violation of a requirement of this title, the Sec-
retary shall provide the State with written no-
tice of the determination and with an order to

remedy such violation. Such an order shall be-
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come effective prospectively, as specified in the
order, after the date of receipt of such written
notice. Such an order may include the withhold-
ing of funds, consistent with subsection (g), for
parts of the State plan affected by such viola-
tion, until the Secretary is satisfied that the
violation has been corrected.

“(B) EFFECTIVENESS.

If the Secretary
issues an order under paragraph (1), the order
shall become effective, except as provided in
subsection (d), beginning at the end of a period
(of not less than 30 days) specified in the order
beginning on the date of the notice of the deter-
mination to the State.

“(C) TIMELINESS OF DETERMINATIONS
RELATING TO REPORT-BASED COMPLIANCE.—
The Secretary shall make determinations under
this paragraph respecting violations relating to
information contained In an annual report
under section 1522, an independent evaluation
under section 1523, or an audit report under
section 1551 not later than 30 days after the
date of transmittal of the report or evaluation

to the Secretary.
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“(3) CONSULTATION WITH STATE.—Before
making a determination adverse to a State under
this section, the Secretary shall (within any time pe-
riods provided under this section)—

“(A) reasonably consult with the State in-
volved,

“(B) offer the State a reasonable oppor-
tunity to clarify the submission and submit fur-
ther information to substantiate compliance
with the requirements of this title, and

“(C) reasonably consider any such clari-
fications and information submitted.

“(4) JUSTIFICATION OF ANY INCONSISTENCIES

IN DETERMINATIONS.

If the Secretary makes a de-
termination under this section that is, in whole or in
part, inconsistent with any previous determination
issued by the Secretary under this title, the Sec-
retary shall include in the determination a detailed
explanation and justification for any such difference.

“(5) SUBSTANTIAL VIOLATION DEFINED.—FKFor
purposes of this title, a State plan (or amendment
to such a plan) or the administration of the State
plan is considered to ‘substantially violate” a require-

ment of this title if a provision of the plan or
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amendment (or an omission from the plan or amend-
ment) or the administration of the plan—
“(A) is material and substantial in nature
and effect, and
“(B) 1is inconsistent with an express re-
quirement of this title.
A failure to meet a strategic objective or perform-
ance goal (as described in section 1521) shall not be
considered to substantially violate a requirement of
this title.
“(6) RELATION TO OTHER PROVISION.—This
subsection shall not apply to violation of a require-

ment of subsection (a) or (b) of section 1501.

“(d) STATE RESPONSE TO ORDERS.
“(1) STATE RESPONSE BY REVISING PLAN.—

“(A) IN GENERAL.—Insofar as an order

under subsection (b)(1) or (¢)(1) relates to a
violation by a State plan or plan amendment, a
State may respond (before the date the order
becomes effective) to such an order by submit-
ting a written revision of the State plan or plan
amendment to comply with the requirements of
this title.

“(B) REVIEW OF REVISION.—In the case

of submission of such a revision, the Secretary
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shall promptly review the submission and shall,

in the case of an order under subsection (¢)(1),

withhold any action on the order during the pe-

riod of such review.

*HR 3734 RH

“(C) SECRETARIAL RESPONSE.—
“(1) ORDERS RELATING TO GUARAN-

TEES.—In the case of a revision submitted

in response to an order under subsection
(b)(1), the revision shall not be considered
to have corrected the deficiency unless the
Secretary determines and notifies the State
that the State plan or amendment, as pro-
posed to be revised complies with the re-
quirements of subsections (a) and (b) of
section 1501. If the Secretary determines
that the revision does not correct the defi-
ciency, the Secretary shall notify the State
in writing of such determination and the
State may respond by seeking reconsider-
ation or a hearing under paragraph (2).

In the case of

“(i1) OTHER ORDERS.
a revision submitted in response to an
order under subsection (c¢)(1), the revision
shall be considered to have corrected the

deficiency (and the order rescinded insofar
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as 1t relates to such deficiency) unless the
Secretary determines and notifies the State
in writing, within 15 days after the date
the Secretary receives the revision, that the
State plan or amendment, as proposed to
be revised, still substantially violates a re-
quirement of this title. In such case the
State may respond by seeking reconsider-
ation or a hearing under paragraph (2).
“(D) REVISION RETROACTIVE.—If the re-
vision provides for compliance (in the case of an
order under subsection (b)(1)) or substantial
compliance (in the case of an order under sub-
section (¢)(1)), the revision may be treated, at
the option of the State, as being effective either
as of the effective date of the provision to which
it relates or such later date as the State and

Secretary may agree.

“(2) STATE RESPONSE BY SEEKING RECONSID-
ERATION OR AN ADMINISTRATIVE HEARING.—A
State may respond to an order under subsection (b)
or (¢) by filing a request with the Secretary for—

“(A) a reconsideration of the determina-

tion, pursuant to subsection (e)(1), or
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“(B) a review of the determination through
an administrative hearing, pursuant to sub-
section (e)(2).
In such case for an order under subsection (¢), the
order shall not take effect before the completion of
the reconsideration or hearing.

“(3) STATE RESPONSE BY CORRECTIVE ACTION
PLAN.—

“(A) IN GENERAL.—In the case of an
order described in subsection (b)(2) or (¢)(2)
that relates to a violation in the administration
of the State plan, a State may respond to such
an order by submitting a corrective action plan
with the Secretary to correct deficiencies in the
administration of the plan which are the subject
of the order.

“(B) REVIEW OF CORRECTIVE ACTION
PLAN.—In the case of a corrective action plan
submitted in response to an order under sub-
section (¢)(2), the Secretary shall withhold any
action on the order for a period (not to exceed
30 days) during which the Secretary reviews
the corrective action plan.

“(C) SECRETARIAL RESPONSE.—
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“(1) ORDERS RELATING TO GUARAN-

TEES.—In the case of a corrective action

plan submitted in response to an order
under subsection (b)(2), the plan shall not
be considered to have corrected the defi-
ciency unless the Secretary determines and
notifies the State that the State’s adminis-
tration of the State plan, as proposed to be
corrected in the plan, will not violate a re-
quirement of subsection (a) or (b) of sec-
tion 1501. If the Secretary determines that
the plan does not correct the deficiency,
the Secretary shall notify the State in writ-
ing of such determination and the State
may respond by seeking reconsideration or
a hearing under paragraph (2).

“(11) OTHER ORDERS.—In the case of

a corrective action plan submitted in re-
sponse to an order under subsection (¢)(2),
the corrective action plan shall be consid-
ered to have corrected the deficiency (and
the order rescinded insofar as it relates to
such deficiency) unless the Secretary deter-
mines and notifies the State in writing,

within 15 days after the date the Secretary
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receives the corrective action plan, that the
State’s administration of the State plan, as
proposed to be corrected in the plan, will
still substantially violate a requirement of
this title. In such case the State may re-
spond by seeking reconsideration or a
hearing under paragraph (2).

“(4) STATE RESPONSE BY WITHDRAWAL OF
PLAN AMENDMENT; FAILURE TO RESPOND.—Insofar
as an order relates to a violation in a plan amend-
ment submitted, a State may respond to such an
order by withdrawing the plan amendment and the
State plan shall be treated as though the amend-
ment had not been made.

“(e) ADMINISTRATIVE REVIEW AND HEARING.—

“(1) RECONSIDERATION.—Within 30 days after
the date of receipt of a request under subsection
(d)(2)(A), the Secretary shall notify the State of the
time and place at which a hearing will be held for
the purpose of reconsidering the Secretary’s deter-
mination. The hearing shall be held not less than 20
days nor more than 60 days after the date notice of
the hearing is furnished to the State, unless the Sec-
retary and the State agree in writing to holding the

hearing at another time. The Secretary shall affirm,
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modify, or reverse the original determination within
60 days of the conclusion of the hearing.

“(2) ADMINISTRATIVE HEARING.—Within 30

days after the date of receipt of a request under
subsection (d)(2)(B), an administrative law judge
shall schedule a hearing for the purpose of reviewing
the Secretary’s determination. The hearing shall be
held not less than 20 days nor more than 60 days
after the date notice of the hearing is furnished to
the State, unless the Secretary and the State agree
in writing to holding the hearing at another time.
The administrative law judge shall affirm, modify, or
reverse the determination within 60 days of the con-
clusion of the hearing.

“(f) JUDICIAL REVIEW.—

“(1) IN GENERAL.—A State which is dissatis-
fied with a final determination made by the Sec-
retary under subsection (e)(1) or a final determina-
tion of an administrative law judge under subsection
(e)(2) may, within 60 days after it has been notified
of such determination, file with the United States
court of appeals for the circuit in which the State
is located a petition for review of such determina-
tion. A copy of the petition shall be forthwith trans-

mitted by the clerk of the court to the Secretary
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and, in the case of a determination under subsection
(e)(2), to the administrative law judge involved. The
Secretary (or judge involved) thereupon shall file in
the court the record of the proceedings on which the
final determination was based, as provided in section
1502 of title 28, United States Code. Except as pro-
vided in section 1508, only the Secretary, in accord-
ance with this title, may compel a State under Fed-
eral law to comply with the provisions of this title
or a State plan, or otherwise enforce a provision of
this title against a State, and no action may be filed
under Federal law against a State in relation to the
State’s compliance, or failure to comply, with the
provisions of this title or of a State plan except
under section 1508 or by the Secretary as provided
under this subsection.

“(2) STANDARD FOR REVIEW.—The findings of
fact by the Secretary or administrative law judee, if
supported by substantial evidence, shall be conclu-
sive, but the court, for good cause shown, may re-
mand the case to the Secretary or judee to take fur-
ther evidence, and the Secretary or judge may there-
upon make new or modified findings of fact and may
modify a previous determination, and shall certify to

the court the transcript and record of the further
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proceedings. Such new or modified findings of fact
shall likewise be conclusive if supported by substan-
tial evidence.

“(3) JURISDICTION OF APPELLATE COURT.—
The court shall have jurisdiction to affirm the action
of the Secretary or judge or to set it aside, in whole
or in part. The judgment of the court shall be sub-
ject to review by the Supreme Court of the United
States upon certiorari or certification as provided in
section 1254 of title 28, United States Code.

“(2) WITHHOLDING OF FUNDS.

“(1) IN GENERAL.—Any order under this sec-
tion relating to the withholding of funds shall be ef-
fective not earlier than the effective date of the
order and shall only relate to the portions of a State
plan or administration thereof which violate a re-
quirement of subsection (a) or (b) of section 1501
or substantially violate another requirement of this
title. In the case of a failure to meet a set-aside re-
quirement under section 1502(¢), any withholding
shall only apply to the extent of such failure.

“(2) SUSPENSION OF WITHHOLDING.—The Sec-
retary may suspend withholding of funds under

paragraph (1) during the period reconsideration or
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1 administrative and judicial review is pending under
2 subsection (e) or (f).
3 “(3) RESTORATION OF FUNDS.—Any funds
4 withheld under this subsection under an order shall
5 be immediately restored to a State—
6 “(A) to the extent and at the time the
7 order 15—
8 “(1) modified or withdrawn by the
9 Secretary upon reconsideration,
10 “(11) modified or reversed by an ad-
11 ministrative law judge, or
12 “(i11) set aside (in whole or in part) by
13 an appellate court; or
14 “(B) when the Secretary determines that
15 the deficiency which was the basis for the order
16 is corrected;
17 “(C) when the Secretary determines that
18 violation which was the basis for the order 1s
19 resolved or the amendment which was the basis
20 for the order is withdrawn; or
21 “(D) at any time upon the initiative of the
22 Secretary.
23 “(h) INDIVIDUAL COMPLAINT PRrROCESS.—The Sec-

24 retary shall provide for a process under which an individ-

25 ual may notify the Secretary concerning a State’s failure
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to provide medical assistance as required under the State
plan or otherwise comply with the requirements of this
title or such plan, including any failure to comply with
a requirement of subsection (a) or (b) of section 1501.
If the Secretary finds that there is a pattern of complaints
with respect to a State or that a particular failure or find-
ing of noncompliance is egregious, the Secretary shall no-
tify the chief executive officer of the State of such finding
and shall notify the Congress if the State fails to respond
to such notification within a reasonable period of time.
“SEC. 1530. SECRETARIAL AUTHORITY.

“(a) NEGOTIATED AGREEMENT AND DISPUTE RESO-
LUTION.—

“(1) NEGOTIATIONS.

Nothing in this part
shall be construed as preventing the Secretary and
a State from at any time negotiating a satisfactory
resolution to any dispute concerning the approval of
a State plan (or amendments to a State plan) or the
compliance of a State plan (including its administra-
tion) with requirements of this title.

“(2) COOPERATION.—The Secretary shall act in
a cooperative manner with the States in carrying out
this title. In the event of a dispute between a State
and the Secretary, the Secretary shall, whenever

practicable, engage in informal dispute resolution ac-
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tivities in lieu of formal enforcement or sanctions

under section 1529.

“(b) LIMITATIONS ON DELEGATION OF DECISION-
MAKING AUTHORITY.—The Secretary may not delegate
(other than to the Administrator of the Health Care Fi-
nancing Administration) the authority to make determina-
tions or reconsiderations respecting the approval of State
plans (or amendments to such plans) or the compliance
of a State plan (including its administration) with require-
ments of this title. Such Administrator may not further
delegate such authority to any individual, including any
regional official of such Administration.

“(¢) REQUIRING FORMAL RULEMAKING FOR
CHANGES IN SECRETARIAL ADMINISTRATION.—The Sec-
retary shall carry out the administration of the program
under this title only through a prospective formal rule-
making process, including issuing notices of proposed rule-
making, publishing proposed rules or modifications to
rules in the Federal Register, and soliciting public com-
ment.

“PART D—PROGRAM INTEGRITY AND QUALITY
“SEC. 1551. USE OF AUDITS TO ACHIEVE FISCAL INTEGRITY.

“(a) FINANCIAL AUDITS OF PROGRAM.—

“(1) IN GENERAL.—Each State plan shall pro-

vide for an annual audit of the State’s expenditures
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from amounts received under this title, in compli-
ance with chapter 75 of title 31, United States
Code.

“(2) VERIFICATION AUDITS.—If, after consulta-
)

tion with the State and the Comptroller General and
after a fair hearing, the Secretary determines that
a State’s audit under paragraph (1) was performed
in substantial violation of chapter 75 of title 31,
United States Code, the Secretary may—
“(A) require that the State provide for a
verification audit in compliance with such chap-
ter, or

“(B) conduct such a verification audit.

“(3) AVAILABILITY OF AUDIT REPORTS.—With-
in 30 days after completion of each audit or verifica-
tion audit under this subsection, the State shall—
“(A) provide the Secretary with a copy of
the audit report, including the State’s response
to any recommendations of the auditor, and
“(B) make the audit report available for
public inspection in the same manner as pro-
posed State plan amendments are made avail-

able under section 1525.

“(b) F1scAL CONTROLS.—
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“(1) IN GENERAL.—With respect to the ac-
counting and expenditure of funds under this title,
each State shall adopt and maintain such fiscal con-
trols, accounting procedures, and data processing
safeguards as the State deems reasonably necessary
to assure the fiscal integrity of the State’s activities
under this title.

“(2) CONSISTENCY WITH GENERALLY ACCEPT-

ED ACCOUNTING PRINCIPLES.—Such controls and

procedures shall be generally consistent with gen-
erally accepted accounting principles as recognized
by the Governmental Accounting Standards Board
or the Comptroller General.

“(e) AupIiTs OF PrROVIDERS.—Each State plan shall

provide that the records of any entity providing items or
services for which payment may be made under the plan
may be audited as necessary to ensure that proper pay-
ments are made under the plan.

“SEC. 1552. FRAUD PREVENTION PROGRAM.

“(a) ESTABLISHMENT.—Kach State plan shall pro-
vide for the establishment and maintenance of an effective
program for the detection and prevention of fraud and
abuse by beneficiaries, providers, and others in connection

with the operation of the program.
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“(b) PROGRAM REQUIREMENTS.—The program es-

tablished pursuant to subsection (a) shall include at least

the following requirements:

“(1) DISCLOSURE OF INFORMATION.—Any dis-
closing entity (as defined in section 1124(a)) receiv-
ing payments under the State plan shall comply with
the requirements of section 1124.

“(2) SUPPLY OF INFORMATION.—An entity
(other than an individual practitioner or a group of
practitioners) that furnishes, or arranges for the fur-
nishing of, an item or service under the State plan
shall supply upon request specifically addressed to
the entity by the Secretary or the State agency the
information described in section 1128(b)(9).

“(3) EXCLUSION.—

“(A) IN GENERAL.—The State plan shall
exclude any specified individual or entity from
participation in the plan for the period specified
by the Secretary when required by the Sec-
retary to do so pursuant to section 1128 or see-
tion 1128A, and provide that no payment may
be made under the plan with respect to any

item or service furnished by such individual or

entity during such period.
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“(B) Avurnority.—In addition to any
other authority, a State may exclude any indi-
vidual or entity for purposes of participating
under the State plan for any reason for which
the Secretary could exclude the individual or
entity from participation in a program under
title XVIII or under section 1128, 1128A, or

1866(b)(2).

“(4) NoticE.—The State plan shall provide
that whenever a provider of services or any other
person is terminated, suspended, or otherwise sanec-
tioned or prohibited from participating under the
plan, the State agency responsible for administering
the plan shall promptly notify the Secretary and, in
the case of a physician, the State medical licensing
board of such action.

“(5) ACCESS TO INFORMATION.—The State
plan shall provide that the State will provide infor-
mation and access to certain information respecting
sanctions taken against health care practitioners and
providers by State licensing authorities in accord-

ance with section 1553.
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“SEC. 1553. INFORMATION CONCERNING SANCTIONS TAKEN

BY STATE LICENSING AUTHORITIES AGAINST
HEALTH CARE PRACTITIONERS AND PROVID-
ERS.

“(a) INFORMATION REPORTING REQUIREMENT.—
The requirement referred to in section 1552(b)(5) is that
the State must provide for the following:

“(1) INFORMATION REPORTING SYSTEM.—The
State must have in effect a system of reporting the
following information with respect to formal proceed-
ings (as defined by the Secretary in regulations)
concluded against a health care practitioner or entity
by any authority of the State (or of a political sub-
division thereof) responsible for the licensing of
health care practitioners (or any peer review organi-
zation or private accreditation entity reviewing the
services provided by health care practitioners) or en-
tities:

“(A) Any adverse action taken by such Ii-
censing authority as a result of the proceeding,
including any revocation or suspension of a li-
cense (and the length of any such suspension),
reprimand, censure, or probation.

“(B) Any dismissal or closure of the pro-

ceedings by reason of the practitioner or entity
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surrendering the license or leaving the State or

jurisdiction.

“(C) Any other loss of the license of the
practitioner or entity, whether by operation of
law, voluntary surrender, or otherwise.

“(D) Any negative action or finding by
such authority, organization, or entity regard-
ing the practitioner or entity.

“(2) ACCESS TO DOCUMENTS.—The State must
provide the Secretary (or an entity designated by the
Secretary) with access to such documents of the au-
thority described in paragraph (1) as may be nec-
essary for the Secretary to determine the facts and
circumstances concerning the actions and determina-
tions described in such paragraph for the purpose of
carrying out this Act.

“(b) FOrM OF INFORMATION.—The information de-
sceribed in subsection (a)(1) shall be provided to the Sec-
retary (or to an appropriate private or public agency,
under suitable arrangements made by the Secretary with
respect to receipt, storage, protection of confidentiality,
and dissemination of information) in such a form and
manner as the Secretary determines to be appropriate in

order to provide for activities of the Secretary under this
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1 Act and in order to provide, directly or through suitable

2 arrangements made by the Secretary, information—

3 “(1) to agencies administering Federal health
4 care programs, including private entities administer-
5 ing such programs under contract,

6 “(2) to licensing authorities described in sub-
7 section (a)(1),

8 “(3) to State agencies administering or super-
9 vising the administration of State health care pro-
10 orams (as defined in section 1128(h)),
11 “(4) to utilization and quality control peer re-
12 view organizations described in part B of title XI
13 and to appropriate entities with contracts under sec-
14 tion 1154(a)(4)(C) with respect to eligible organiza-
15 tions reviewed under the contracts,
16 “(5) to State fraud control units (as defined in
17 section 1534),
18 “(6) to hospitals and other health care entities
19 (as defined in section 431 of the Health Care Qual-
20 ity Improvement Act of 1986), with respect to physi-
21 cians or other licensed health care practitioners that
22 have entered (or may be entering) into an employ-
23 ment or affiliation relationship with, or have applied
24 for clinical privileges or appointments to the medical
25 staff of, such hospitals or other health care entities
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(and such information shall be deemed to be dis-
closed pursuant to section 427 of, and be subject to
the provisions of, that Act),

“(7) to the Attorney General and such other
law enforcement officials as the Secretary deems ap-
propriate, and

“(8) upon request, to the Comptroller General,
in order for such authorities to determine the fitness
of individuals to provide health care services, to pro-
tect the health and safety of individuals receiving
health care through such programs, and to protect
the fiscal integrity of such programs.

“(¢) CONFIDENTIALITY OF INFORMATION PRO-
VIDED.—The Secretary shall provide for suitable safe-
cuards for the confidentiality of the information furnished
under subsection (a). Nothing in this subsection shall pre-
vent the disclosure of such information by a party which
is otherwise authorized, under applicable State law, to
make such disclosure.

“(d) APPROPRIATE COORDINATION.—The Secretary
shall provide for the maximum appropriate coordination
in the implementation of subsection (a) of this section and
section 422 of the Health Care Quality Improvement Act

of 1986 and section 1128E.
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“SEC. 1554. STATE FRAUD CONTROL UNITS.

“(a) IN GENERAL.—Each State plan shall provide for
a State fraud control unit deseribed in subsection (b) that
effectively carries out the functions and requirements de-
sceribed in such subsection, unless the State demonstrates
to the satisfaction of the Secretary that the effective oper-
ation of such a unit in the State would not be cost-effective
because minimal fraud exists in connection with the provi-
sion of covered services to eligible individuals under the
plan, and that beneficiaries under the plan will be pro-
tected from abuse and neglect in connection with the pro-
vision of medical assistance under the plan without the
existence of such a unit.

“(b) UN1TS DESCRIBED.—For purposes of this sec-
tion, the term ‘State fraud control unit’ means a single
identifiable entity of the State government which meets

the following requirements:

“(1) ORGANIZATION.—The entity:
“(A) 1s a unit of the office of the State At-
torney General or of another department of
State government which possesses statewide au-
thority to prosecute individuals for e¢riminal vio-
lations;
“(B) i1s in a State the constitution of which

does not provide for the eriminal prosecution of
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1 individuals by a statewide authority and has
2 formal procedures that—

3 “(1) assure its referral of suspected
4 criminal violations relating to the program
5 under this title to the appropriate author-
6 ity or authorities in the State for prosecu-
7 tion, and

8 “(11) assure its assistance of, and co-
9 ordination with, such authority or authori-
10 ties in such prosecutions; or

11 “(C) has a formal working relationship
12 with the office of the State Attorney General
13 and has formal procedures (including proce-
14 dures for its referral of suspected criminal vio-
15 lations to such office) which provide effective
16 coordination of activities between the entity and
17 such office with respect to the detection, inves-
18 tigation, and prosecution of suspected criminal
19 violations relating to the program under this
20 title.

21 “(2) INDEPENDENCE.—The entity is separate
22 and distinet from any State agency that has prin-
23 cipal responsibilities for administering or supervising
24 the administration of the State plan.
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“(3) FuNcTION.—The entity’s function is con-
ducting a statewide program for the investigation
and prosecution of violations of all applicable State
laws regarding any and all aspects of fraud in con-
nection with any aspect of the provision of medical
assistance and the activities of providers of such as-

sistance under the State plan.

“(4) REVIEW OF COMPLAINTS.—The entity has
procedures for reviewing complaints of the abuse
and neglect of patients of health care facilities which
receive payments under the State plan under this
title, and, where appropriate, for acting upon such
complaints under the criminal laws of the State or

for referring them to other State agencies for action.

“(5) OVERPAYMENTS.

“(A) IN GENERAL.

The entity provides
for the collection, or referral for collection to a
single State agency, of overpayments that are
made under the State plan to health care pro-
viders and that are discovered by the entity in
carrying out its activities.

“(B) TREATMENT OF CERTAIN OVERPAY-

MENTS.

If an overpayment is the direct result
of the failure of the provider (or the provider’s

billing agent) to adhere to a change in the
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State’s billing instructions, the entity may re-
cover the overpayment only if the entity dem-
onstrates that the provider (or the provider’s

billing agent) received prior written or elec-

1

2

3

4

5 tronic notice of the change in the billing in-
6 structions before the submission of the claims
7 on which the overpayment is based.

8 “(6) PERSONNEL.—The entity employs such
9 auditors, attorneys, investigators, and other nec-
10 essary personnel and is organized in such a manner
11 as 1s necessary to promote the effective and efficient
12 conduct of the entity’s activities.
13 “SEC. 1555. RECOVERIES FROM THIRD PARTIES AND OTH-
14 ERS.
15 “(a) TmrD PArTY LIABILITY.—Each State plan

16 shall provide for reasonable steps—

17 “(1) to ascertain the legal liability of third par-
18 ties to pay for care and services available under the
19 plan, including the collection of sufficient informa-
20 tion to enable States to pursue claims against third
21 parties, and

22 “(2) to seek reimbursement for medical assist-
23 ance provided to the extent legal lability is estab-
24 lished where the amount expected to be recovered ex-
25 ceeds the costs of the recovery.
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“(b) BENEFICIARY PROTECTION.—

“(1) IN GENERAL.—Each State plan shall pro-
vide that in the case of a person furnishing services
under the plan for which a third party may be liable
for payment—

“(A) the person may not seek to collect
from the individual (or financially responsible
relative) payment of an amount for the service
more than could be collected under the plan in
the absence of such third party liability, and

“(B) may not refuse to furnish services to
such an individual because of a third party’s
potential liability for payment for the service.
“(2) PENALTY.—A State plan may provide for

a reduction of any payment amount otherwise due

with respect to a person who furnishes services

under the plan in an amount equal to up to 3 times
the amount of any payment sought to be collected by

that person in violation of paragraph (1)(A).

“(¢) GENERAL LIABILITY.—The State shall prohibit
any health imsurer, including a group health plan as de-
fined in section 607 of the Employee Retirement Income
Security Act of 1974, a service benefit plan, or a health
maintenance organization, in enrolling an individual or in

making any payments for benefits to the individual or on
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the individual’s behalf, from taking into account that the
individual is eligible for or is provided medical assistance
under a State plan for any State.

“(d) ACQUISITION OF RIGHTS OF BENEFICIARIES.—
To the extent that payment has been made under a State
plan in any case where a third party has a legal lLability
to make payment for such assistance, the State shall have
in effect laws under which, to the extent that payment
has been made under the plan for health care items or
services furnished to an individual, the State is considered
to have acquired the rights of such individual to payment
by any other party for such health care items or services.

“(e) ASSIGNMENT OF MEDICAL SUPPORT RIGHTS.

The State plan shall provide for mandatory assignment
of rights of payment for medical support and other medi-
cal care owed to recipients in accordance with section
1556.

“(f) REQUIRED LLAWS RELATING TO MEDICAL CHILD
SUPPORT.—

“(1) IN GENERAL.—Each State with a State
plan under this title shall have in effect the following
laws:

“(A) A law that prohibits an insurer from

denying enrollment of a child under the health
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coverage of the child’s parent on the ground

that—

(1) the child was born out of wedlock,

“(11) the child is not claimed as a de-
pendent on the parent’s Federal income
tax return, or

“(11) the child does not reside with
the parent or in the insurer’s service area.

“(B) In any case in which a parent is re-

quired by a court or administrative order to

provide health coverage for a child and the par-

ent

1s eligible for family health coverage

through an insurer, a law that requires such in-

surer—
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“(1) to permit such parent to enroll
under such family coverage any such child
who is otherwise eligible for such coverage
(without regard to any enrollment season
restrictions);

“(11) 1f such a parent is enrolled but
falls to make application to obtain cov-
erage of such child, to enroll such child
under such family coverage upon applica-

tion by the child’s other parent or by the
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State agency administering the program
under this title or part D of title IV; and
“(i11) not to disenroll, or eliminate
coverage of, such a child unless the insurer
is provided satisfactory written evidence
that—
“(I) such court or administrative
order is no longer in effect, or
“(II) the child i1s or will be en-
rolled in comparable health coverage
through another insurer which will
take effect not later than the effective
date of such disenrollment.

“(C) In any case in which a parent is re-
quired by a court or administrative order to
provide health coverage for a child and the par-
ent 1is eligible for family health coverage
through an employer doing business in the

State, a law that requires such employer

“(1) to permit such parent to enroll
under such family coverage any such child
who 1is otherwise eligible for such coverage
(without regard to any enrollment season

restrictions);
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“(11) 1f such a parent is enrolled but
fails to make application to obtain cov-
erage of such child, to enroll such child
under such family coverage upon applica-
tion by the child’s other parent or by the
State agency administering the program
under this title or part D of title IV; and

“(11) not to disenroll (or eliminate
coverage of) any such child unless—

“(I) the employer is provided sat-
isfactory written evidence that such
court or administrative order 1s no
longer in effect, or the child is or will
be enrolled in comparable health cov-
erage which will take effect not later
than the effective date of such
disenrollment, or

“(IT) the employer has eliminated
family health coverage for all of its
employees; and
“(iv) to withhold from such employ-

ee’s compensation the employee’s share (if
any) of premiums for health coverage (ex-
cept that the amount so withheld may not

exceed the maximum amount permitted to
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be withheld under section 303(b) of the
Consumer Credit Protection Act), and to
pay such share of premiums to the insurer,
except that the Secretary may provide by
regulation for appropriate circumstances
under which an employer may withhold
less than such employee’s share of such
premiums.

“(D) A law that prohibits an insurer from
imposing requirements on a State agency,
which has been assigned the rights of an indi-
vidual eligible for medical assistance under this
title and covered for health benefits from the
insurer, that are different from requirements
applicable to an agent or assignee of any other
individual so covered.

“(E) A law that requires an insurer, in
any case In which a child has health coverage
through the insurer of a noncustodial parent—

“(1) to provide such information to the
custodial parent as may be necessary for
the child to obtain benefits through such
coverage,

“(i1) to permit the custodial parent

(or provider, with the custodial parent’s
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approval) to submit claims for covered
services without the approval of the non-
custodial parent, and

“(111) to make payment on claims sub-
mitted in accordance with clause (i1) di-
rectly to such custodial parent, the pro-
vider, or the State agency.

“(F) A law that permits the State agency

under this title to garnish the wages, salary, or

other employment income of, and requires with-

holding amounts from State tax refunds to, any

person who—
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“(i) is required by court or adminis-
trative order to provide coverage of the
costs of health services to a child who is el-
igible for medical assistance under this
title,

“(i1) has received payment from a
third party for the costs of such services to
such child, but

“(i11) has not used such payments to
reimburse, as appropriate, either the other
parent or guardian of such child or the

provider of such services,



© 00O N O 0o B~ W N PP

N N DN DN DD DN P PP PPk PR PP
o A WO N P O ©W 00 N O 0o b W N B O

309

to the extent necessary to reimburse the State
agency for expenditures for such costs under its
plan under this title, but any claims for current
or past-due child support shall take priority
over any such claims for the costs of such serv-
ices.

“(2) DEFINITION.—For purposes of this sub-
section, the term ‘insurer’ includes a group health
plan, as defined in section 607(1) of the Employee
Retirement Income Security Act of 1974, a health
maintenance organization, and an entity offering a
service benefit plan.

“(¢) ESTATE RECOVERIES AND LIENS PER-
MITTED.—A State may take such actions as it considers
appropriate to adjust or recover from the individual or the
individual’s estate any amounts paid as medical assistance
to or on behalf of the individual under the State plan, in-
cluding through the imposition of liens against the prop-
erty or estate of the individual to the extent consistent
with section 1506.

“SEC. 1556. ASSIGNMENT OF RIGHTS OF PAYMENT.

“(a) IN GENERAL.—For the purpose of assisting in
the collection of medical support payments and other pay-
ments for medical care owed to recipients of medical as-

sistance under the State plan, each State plan shall—
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“(1) provide that, as a condition of eligibility

for medical assistance under the plan to an individ-

ual who has the legal capacity to execute an assign-

“(A) to assign the State any rights, of the
individual or of any other person who is eligible
for medical assistance under the plan and on
whose behalf the individual has the legal au-
thority to execute an assignment of such rights,
to support (specified as support for the purpose
of medical care by a court or administrative
order) and to payment for medical care from
any third party,

“(B) to cooperate with the State (i) in es-
tablishing the paternity of such person (referred
to in subparagraph (A)) if the person is a child
born out of wedlock, and (ii) in obtaining sup-
port and payments (described in subparagraph
(A)) for himself and for such person, unless (in
either case) the individual is a pregnant woman
or the individual is found to have good cause
for refusing to cooperate as determined by the
State, and

“(C) to cooperate with the State in identi-

fying, and providing information to assist the
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State in pursuing, any third party who may be

liable to pay for care and services available

under the plan, unless such individual has good

cause for refusing to cooperate as determined

by the State; and

“(2) provide for entering into cooperative ar-
rangements, including financial arrangements, with
any appropriate agency of any State (including, with
respect to the enforecement and collection of rights of
payment for medical care by or through a parent,
with a State’s agency established or designated
under section 454(3)) and with appropriate courts
and law enforcement officials, to assist the agency or
agencies administering the plan with respect to—

“(A) the enforcement and collection of
rights to support or payment assigned under
this section, and
“(B) any other matters of common con-

cern.

“(b) USE oF AMOUNTS COLLECTED.—Such part of
any amount collected by the State under an assignment
made under the provisions of this section shall be retained
by the State as is necessary to reimburse it for medical
assistance payments made on behalf of an individual with

respect to whom such assignment was executed (with ap-
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propriate reimbursement of the Federal Government to
the extent of its participation in the financing of such
medical assistance), and the remainder of such amount
collected shall be paid to such individual.
“SEC. 1557. QUALITY ASSURANCE REQUIREMENTS FOR
NURSING FACILITIES.

“(a) NURSING FaciLiTy DEFINED.—In this title, the

term ‘nursing facility’ means an institution (or a distinet

part of an institution) which:

“(1) i1s primarily engaged in providing to resi-
dents—

“(A) skilled nursing care and related serv-
ices for residents who require medical or nurs-
ing care,

“(B) rehabilitation services for the reha-
bilitation of injured, disabled, or sick persons,
or

“(C) on a regular basis, health-related care
and services to individuals who because of their
mental or physical condition require care and
services (above the level of room and board)
which can be made available to them only
through institutional facilities,

and 1s not primarily for the care and treatment of

mental diseases;
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“(2) has in effect a transfer agreement (meet-
ing the requirements of section 1861(1)) with one or
more hospitals having agreements in effect under
section 1866; and
“(3) meets the requirements for a nursing facil-
ity described in subsections (b), (¢), and (d) of this
section.
Such term also includes any facility which is located in
a State on an Indian reservation and is certified by the
Secretary as meeting the requirements of paragraph (1)
and subsections (b), (¢), and (d).
“(b) REQUIREMENTS RELATING TO PROVISION OF

SERVICES.

“(1) QUALITY OF LIFE.—

“(A) IN GENERAL.—A nursing facility
must care for its residents in such a manner
and in such an environment as will promote
maintenance or enhancement of the quality of
life of each resident.

“(B) QUALITY ASSESSMENT AND ASSUR-
ANCE.—A nursing facility must maintain a
quality assessment and assurance committee,
consisting of the director of nursing services, a
physician designated by the facility, and at least

3 other members of the facility’s staff, which (i)
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meets at least quarterly to identify issues with
respect to which quality assessment and assur-
ance activities are necessary and (ii) develops
and implements appropriate plans of action to
correct identified quality deficiencies. A State or
the Secretary may not require disclosure of the
records of such committee except insofar as
such disclosure is related to the compliance of
such committee with the requirements of this
subparagraph.

“(2) SCOPE OF SERVICES AND ACTIVITIES
UNDER PLAN OF CARE.—A nursing facility must
provide services and activities to attain or maintain
the highest practicable physical, mental, and
psychosocial well-being of each resident in accord-

ance with a written plan of care which

“(A) describes the medical, nursing, and
psychosocial needs of the resident and how such
needs will be met;

“(B) 1is initially prepared, with the partici-
pation to the extent practicable of the resident
or the resident’s family or legal representative,
by a team which includes the resident’s attend-
ing physician and a registered professional

nurse with responsibility for the resident; and
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“(C) is periodically reviewed and revised by

such team after each assessment under para-

oraph (3).

“(3) RESIDENTS’ ASSESSMENT.—

“(A) REQUIREMENT.—A nursing facility

must conduct a comprehensive, accurate, stand-

ardized, reproducible assessment of each resi-

dent’s functional capacity, which assessment—
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“(1) describes the resident’s capability
to perform daily life functions and signifi-
cant impairments in functional capacity;

“(i1) 1s based on a uniform minimum
data set specified by the Secretary under
subsection (f)(6)(A);

“(i11) uses an instrument which 1is
specified by the State under subsection
(€)(5); and

“(iv) includes the identification of
medical problems.

“(B) CERTIFICATION.—

“(1) IN GENERAL.—Each such assess-
ment must be conducted or coordinated
(with the appropriate participation of
health professionals) by a registered pro-

fessional nurse who signs and certifies the
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completion of the assessment. Each indi-
vidual who completes a portion of such an
assessment shall sign and certify as to the
accuracy of that portion of the assessment.
“(11) PENALTY FOR FALSIFICATION.—

“(I) An individual who willfully
and knowingly certifies under clause
(1) a material and false statement in
a resident assessment 1s subject to a
civil money penalty of not more than
$1,000 with respect to each assess-
ment.

“(IT) An individual who willfully
and knowingly causes another individ-
ual to certify under clause (i) a mate-
rial and false statement in a resident
assessment is subject to a civil money
penalty of not more than $5,000 with
respect to each assessment.

“(III) The provisions of section
1128A (other than subsections (a)
and (b)) shall apply to a civil money
penalty under this clause in the same

manner as such provisions apply to a
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penalty or proceeding under section

1128A(a).

“(i1) USE OF INDEPENDENT ASSES-
SORs.—If a State determines, under a sur-
vey under subsection (2) or otherwise, that
there has been a knowing and willful cer-
tification of false assessments under this
paragraph, the State may require (for a
period specified by the State) that resident
assessments under this paragraph be con-
ducted and certified by individuals who are
independent of the facility and who are ap-
proved by the State.

“(C) FREQUENCY.—

“(1) IN GENERAL.—Such an assess-
ment must be conducted—

“(I) promptly upon (but no later
than 14 days after the date of) admis-
sion for each individual admitted;

“(IT) promptly after a significant
change in the resident’s physical or
mental condition; and

“(III) in no case less often than

once every 12 months.
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“(11) RESIDENT REVIEW.—The nurs-
ing facility must examine each resident no
less frequently than once every 3 months
and, as appropriate, revise the resident’s
assessment to assure the continuing accu-
racy of the assessment.

“(D) UsE.—The results of such an assess-
ment shall be used in developing, reviewing, and
revising the resident’s plan of care under para-
oraph (2).

“(E) COORDINATION.—Such assessments
shall be coordinated with any State-required
preadmission screening program to the maxi-
mum extent practicable in order to avoid dupli-
cative testing and effort. In addition, a nursing
facility shall notify the State mental health au-
thority or State mental retardation or devel-
opmental disability authority, as applicable,
promptly after a significant change in the phys-
ical or mental condition of a resident who is
mentally 11l or mentally retarded.

“(4) PROVISION OF SERVICES AND ACTIVI-

TIES.—

“(A) IN GENERAL.—To the extent needed

to fulfill all plans of care described in para-
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oraph (2), a nursing facility must provide (or

arrange for the provision of)—

*HR 3734 RH

“(1) nursing and related services and
specialized rehabilitative services to attain
or maintain the highest practicable phys-
ical, mental, and psychosocial well-being of
each resident;

“(i1) medically-related social services
to attain or maintain the highest prac-
ticable physical, mental, and psychosocial
well-being of each resident;

“(i11) pharmaceutical services (includ-
ing procedures that assure the accurate ac-
quiring, receiving, dispensing, and admin-
istering of all drugs and biologicals) to
meet the needs of each resident;

“(iv) dietary services that assure that
the meals meet the daily nutritional and
special dietary needs of each resident;

“(v) an on-going program, directed by
a qualified professional, of activities de-
signed to meet the interests and the phys-
ical, mental, and psychosocial well-being of

each resident;
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“(vi) routine dental services (to the
extent covered under the State plan) and
emergency dental services to meet the
needs of each resident; and
“(vi1) treatment and services required
by mentally ill and mentally retarded resi-
dents not otherwise provided or arranged
for (or required to be provided or arranged
for) by the State.
The services provided or arranged by the facil-
ity must meet professional standards of quality.
“(B) QUALIFIED PERSONS PROVIDING
SERVICES.—Services described in clauses (i),
(i), (i), (iv), and (vi) of subparagraph (A)
must be provided by qualified persons in ac-
cordance with each resident’s written plan of
care.
“(C) REQUIRED NURSING CARE; FACILITY

WAIVERS.

“(1) GENERAL REQUIREMENTS.—A

nursing facility—
“(I) except as provided in clause
(i), must provide 24-hour licensed

nursing services which are sufficient
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to meet the nursing needs of its resi-
dents, and

“(II) except as provided in clause
(1), must use the services of a reg-
istered professional nurse for at least
8 consecutive hours a day, 7 days a
week.

“(11) WAIVER BY STATE.—To the ex-
tent that a facility is unable to meet the
requirements of clause (i), a State may
waive such requirements with respect to
the facility if—

“(I) the facility demonstrates to
the satisfaction of the State that the
facility has been unable, despite dili-
egent efforts (including offering wages
at the community prevailing rate for
nursing facilities), to reecruit appro-
priate personnel,

“(II) the State determines that a
waiver of the requirement will not en-
danger the health or safety of individ-
uals staying in the facility,

“(IIT) the State finds that, for

any such periods in which licensed
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nursing services are not available, a
registered professional nurse or a phy-
sician 18 obligated to respond imme-
diately to telephone calls from the fa-
cility,
“(IV) the State agency granting
a waiver of such requirements pro-
vides notice of the waiver to the State
long-term care ombudsman (estab-
lished under section 307(a)(12) of the
Older Americans Act of 1965) and the
protection and advocacy system in the
State for the mentally ill and the
mentally retarded, and
“(V) the nursing facility that is
eranted such a waiver by a State noti-
fies residents of the facility (or, where
appropriate, the guardians or legal
representatives of such residents) and
members of their immediate families
of the waiver.
A waiver under this clause shall be subject
to annual review and to the review of the
Secretary and subject to clause (iii) shall

be accepted by the Secretary for purposes
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of this title to the same extent as is the
State’s certification of the facility. In
eranting or renewing a waiver, a State
may require the facility to use other quali-
fied, licensed personnel.

“(i11) ASSUMPTION OF WAIVER AU-
THORITY BY SECRETARY.—If the Secretary
determines that a State has shown a clear
pattern and practice of allowing waivers in
the absence of diligent efforts by facilities
to meet the staffing requirements, the Sec-
retary shall assume and exercise the au-

thority of the State to grant waivers.

“(A) IN GENERAL.—(i) Except as provided

in clause (i), a nursing facility must not use on

a full-time basis any individual as a nurse aide

in the facility, for more than 4 months unless

the individual—
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“(I) has completed a training and
competency evaluation program, or a com-
petency evaluation program, approved by
the State under subsection (e)(1)(A), and

“(IT) is competent to provide nursing

or nursing-related services.
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“(i1) A nursing facility must not use on a
temporary, per diem, leased, or on any other
basis other than as a permanent employee any
individual as a nurse aide in the facility, unless
the individual meets the requirements deseribed
in clause (1).

“(B) OFFERING COMPETENCY EVALUA-

TION PROGRAMS FOR CURRENT EMPLOYEES.

A nursing facility must provide, for individuals
used as a nurse aide by the faecility, for a com-
petency evaluation program approved by the
State under subsection (e)(1) and such prepara-
tion as may be necessary for the individual to
complete such a program.

“(C) COMPETENCY.—The nursing facility
must not permit an individual, other than in a
training and competency evaluation program
approved by the State, to serve as a nurse aide
or provide services of a type for which the indi-
vidual has not demonstrated competency and
must not use such an individual as a nurse aide
unless the facility has inquired of any State
registry established under subsection (e)(2)(A)
that the facility believes will include information

concerning the individual.
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“(D) RE-TRAINING REQUIRED.—For pur-
poses of subparagraph (A), if, since an individ-
ual’s most recent completion of a training and
competency evaluation program, there has been
a continuous period of 24 consecutive months
during none of which the individual performed
nursing or nursing-related services for monetary
compensation, such individual shall complete a
new training and competency evaluation pro-
oram, or a new competency evaluation program.

“(E) REGULAR IN-SERVICE EDUCATION.—
The nursing facility must provide such regular
performance review and regular in-service edu-
cation as assures that individuals used as nurse
aldes are competent to perform services as
nurse aides, including training for individuals
providing nursing and nursing-related services
to residents with cognitive impairments.

“(F) NURSE AIDE DEFINED.—In this
paragraph, the term ‘nurse aide’ means any in-
dividual providing nursing or nursing-related
services to residents in a nursing facility, but

does not include an individual—
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“(1) who is a licensed health profes-
sional (as defined in subparagraph (G)) or
a registered dietitian, or
“(11) who volunteers to provide such
services without monetary compensation.
“(G) LICENSED HEALTH PROFESSIONAL
DEFINED.—In this paragraph, the term ‘li-
censed health professional’ means a physician,
physician assistant, nurse practitioner, physical,
speech, or occupational therapist, physical or
occupational therapy assistant, registered pro-
fessional nurse, licensed practical nurse, or li-
censed or certified social worker.
“(6) PHYSICIAN SUPERVISION AND CLINICAL

A nursing facility must—

“(A) require that the health care of every
resident be provided under the supervision of a
physician (or, at the option of a State, under
the supervision of a nurse practitioner, clinical
nurse specialist, or physician assistant who is
not an employee of the facility but who is work-
ing in collaboration with a physician);

“(B) provide for having a physician avail-
able to furnish necessary medical care in case

of emergency; and
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“(C) maintain clinical records on all resi-
dents, which records include the plans of care

(deseribed in paragraph (2)) and the residents’

assessments (described in paragraph (3)), as

well as the results of any pre-admission sereen-

ing conducted under subsection (e)(7).

“(7) REQUIRED SOCIAL SERVICES.—In the case
of a nursing facility with more than 120 beds, the
facility must have at least one social worker (with at
least a bachelor’s degree in social work or similar
professional qualifications) employed full-time to
provide or assure the provision of social services.

“(¢) REQUIREMENTS RELATING TO RESIDENTS’

“(1) GENERAL RIGHTS.—

“(A) SPECIFIED RIGHTS.—A nursing facil-
ity must protect and promote the rights of each
resident, including each of the following rights:

“(1) FrREE cHOICE.—The right to
choose a personal attending physician, to
be fully informed in advance about care
and treatment, to be fully informed in ad-
vance of any changes in care or treatment
that may affect the resident’s well-being,

and (except with respect to a resident ad-
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judged incompetent) to participate in plan-
ning care and treatment or changes in care

and treatment.

“(11) FREE FROM RESTRAINTS.—The
right to be free from physical or mental
abuse, corporal punishment, involuntary
seclusion, and any physical or chemical re-
straints imposed for purposes of discipline
or convenience and not required to treat
the resident’s medical symptoms. Re-
straints may only be imposed—
“(I) to ensure the physical safety
of the resident or other residents, and
“(IT) only upon the written order
of a physician that specifies the dura-
tion and circumstances under which
the restraints are to be used (except

In emergency circumstances specified

by the Secretary until such an order

could reasonably be obtained).

“(i11) Privacy.—The right to privacy
with regard to accommodations, medical
treatment, written and telephonic commu-
nications, visits, and meetings of family

and of resident groups.
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“(iv) CONFIDENTIALITY.—The right
to confidentiality of personal and clinical
records and to access to current clinical
records of the resident upon request by the
resident or the resident’s legal representa-
tive, within 24 hours (excluding hours oc-
curring during a weekend or holiday) after
making such a request.

“(v) ACCOMMODATION OF NEEDS.—
The right—

“(I) to reside and receive services
with reasonable accommodation of in-
dividual needs and preferences, except
where the health or safety of the indi-
vidual or other residents would be en-
dangered, and

“(II) to receive notice before the
room or roommate of the resident in

the facility is changed.

“(vi) GRIEVANCES.—The right to
volce grievances with respect to treatment
or care that is (or fails to be) furnished,
without diserimination or reprisal for voic-

ing the grievances and the right to prompt

efforts by the facility to resolve grievances
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the resident may have, including those with
respect to the behavior of other residents.

“(vil) PARTICIPATION IN RESIDENT
AND FAMILY GROUPS.—The right of the
resident to organize and participate in resi-
dent groups in the facility and the right of
the resident’s family to meet in the facility
with the families of other residents in the
facility.

“(viil) PARTICIPATION IN OTHER AC-

TIVITIES.—The right of the resident to
participate in social, religious, and commu-
nity activities that do not interfere with
the rights of other residents in the facility.

“(ix) EXAMINATION OF SURVEY RE-
SuLTS.—The right to examine, upon rea-
sonable request, the results of the most re-
cent survey of the facility conducted by the
Secretary or a State with respect to the fa-
cility and any plan of correction in effect
with respect to the facility.

“(x) REFUSAL OF CERTAIN TRANS-

FERS.—The right to refuse a transfer to
another room within the facility, if a pur-

poses of the transfer is to relocate the resi-
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dent from a portion of the facility that is
not a skilled nursing facility (for purposes
of title XVIII) to a portion of the facility
that is such a skilled nursing facility.

Any other

%

“(x1) OTHER RIGHTS.

right established by the Secretary.
Clause (i) shall not be construed as precluding
a State from requiring a resident of a nursing
facility to choose a personal attending physician
who participates iIn a managed care network
under a contract with the State to provide med-
ical assistance under this title. Clause (ii1) shall
not be construed as requiring the provision of
a private room. A resident’s exercise of a right
to refuse transfer under clause (x) shall not af-
fect the resident’s eligibility or entitlement to
medical assistance under this title or a State’s
entitlement to Federal medical assistance under
this title with respect to services furnished to
such a resident.

“(B) NOTICE OF RIGHTS.—A nursing fa-
cility must—

“(i) inform each resident, orally and
In writing at the time of admission to the

facility, of the resident’s legal rights dur-
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ing the stay at the facility and of the re-
quirements and procedures for establishing
eligibility for medical assistance under this
title, including the right to request an as-
sessment under section 1505(¢)(1)(B);

“(i1) make available to each resident,
upon reasonable request, a written state-
ment of such rights (which statement is
updated upon changes in such rights) in-
cluding the notice (if any) of the State de-
veloped under subsection (e)(6);

“(111) inform each resident who is enti-
tled to medical assistance under this
title—

“(I) at the time of admission to
the facility or, if later, at the time the
resident becomes eligible for such as-
sistance, of the items and services
that are included in nursing facility
services under the State plan and for
which the resident may not be
charged, and of those other items and
services that the facility offers and for

which the resident may be charged
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and the amount of the charges for
such items and services, and
“(IT) of changes in the items and
services described in subclause (I) and
of changes in the charges imposed for
items and services described in that
subclause; and
“(iv) inform each other resident, in
writing before or at the time of admission
and periodically during the resident’s stay,
of services available in the facility and of
related charges for such services, including
any charges for services not covered under
title XVIII or by the facility’s basic per
diem charge.
The written desceription of legal rights under
this subparagraph shall include a deseription of
the protection of personal funds under para-
oraph (6) and a statement that a resident may
file a complaint with a State survey and certifi-
cation agency respecting resident abuse and ne-
olect and misappropriation of resident property
in the facility.
“(C) RIGHTS OF INCOMPETENT RESI-

DENTS.—In the case of a resident adjudged in-
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competent under the laws of a State, the rights
of the resident under this title shall devolve
upon, and, to the extent judged necessary by a
court of competent jurisdiction, be exercised by,
the person appointed under State law to act on
the resident’s behalf.

“(D) USE OF PSYCHOPHARMACOLOGIC

DRUGS.

Psychopharmacologic drugs may be
administered only on the orders of a physician
and only as part of a plan (included in the writ-
ten plan of care described in paragraph (2)) de-
signed to eliminate or modify the symptoms for
which the drugs are preseribed and only if, at
least annually an independent, external consult-
ant reviews the appropriateness of the drug

plan of each resident receiving such drugs.

“(2) TRANSFER AND DISCHARGE RIGIITS.

“(A) IN GENERAL.—A nursing facility

must permit each resident to remain in the fa-

cility and must not transfer or discharge the
resident from the facility unless—

“(1) the transfer or discharge is nec-

essary to meet the resident’s welfare and

the resident’s welfare cannot be met in the

facility;
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“(11) the transfer or discharge is ap-
propriate because the resident’s health has
improved sufficiently so the resident no
longer needs the services provided by the
facility;
“(i11) the safety of individuals in the
facility is endangered;
“(1v) the health of individuals in the
facility would otherwise be endangered;
“(v) the resident has failed, after rea-
sonable and appropriate notice, to pay (or
to have paid under this title or title XVIII
on the resident’s behalf) for a stay at the
facility; or
“(vi) the facility ceases to operate.
In each of the cases described in clauses (i)
through (iv), the basis for the transfer or dis-
charge must be documented in the resident’s
clinical record. In the cases described in clauses
(1) and (i1), the documentation must be made
by the resident’s physician, and in the case de-
scribed 1n clause (iv) the documentation must
be made by a physician. For purposes of clause
(v), in the case of a resident who becomes eligi-

ble for assistance under this title after admis-
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sion to the facility, only charges which may be

imposed under this title shall be considered to

be allowable.

“(B) PRE-TRANSFER AND PRE-DISCHARGE

NOTICE.—

*HR 3734 RH

“(1) IN GENERAL.—Before effecting a

transfer or discharge of a resident, a nurs-

ing facility must—

“(I) notify the resident (and, if
known, an immediate family member
of the resident or legal representative)
of the transfer or discharge and the
reasons therefor,

“(ITI) record the reasons in the
resident’s clinical record (including
any documentation required under
subparagraph (A)), and

“(IIT) include in the notice the
1items described in clause (111).

“(11) TIMING OF NOTICE.—The notice

under clause (1)(I) must be made at least
30 days in advance of the resident’s trans-

fer or discharge except—

“(I) in a case described in clause

(111) or (iv) of subparagraph (A);
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“(II) in a case described in
clause (ii) of subparagraph (A), where
the resident’s health improves suffi-
ciently to allow a more immediate
transfer or discharge;
“(III) in a case described in
clause (1) of subparagraph (A), where
a more immediate transfer or dis-
charge 1s necessitated by the resi-
dent’s urgent medical needs; or
“(IV) in a case where a resident
has not resided in the facility for 30
days.
In the case of such exceptions, notice must
be given as many days before the date of
the transfer or discharge as is practicable.
“(11) ITEMS INCLUDED IN NOTICE.—
Each notice under clause (1) must in-

clude

“(I) notice of the resident’s right
to appeal the transfer or discharge
under the State process established
under subsection (e)(3);

“(IT) the name, mailing address,

and telephone number of the State
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long-term care ombudsman (estab-
lished under title IIT or VII of the
Older Americans Act of 1965);

“(IIT) in the case of residents
with developmental disabilities, the
mailing address and telephone number
of the agency responsible for the pro-
tection and advocacy system for devel-
opmentally disabled individuals estab-
lished under part C of the Devel-
opmental Disabilities Assistance and
Bill of Rights Act; and

“(IV) in the case of mentally ill
residents (as defined in subsection
(e)(7)(G)(1)), the mailing address and
telephone number of the agency re-
sponsible for the protection and advo-
cacy system for mentally ill individ-
uals established under the Protection
and Advocacy for Mentally Il Individ-
uals Act.

ORIENTATION.—A nursing facility

must provide sufficient preparation and orienta-

tion to residents to ensure safe and orderly

transfer or discharge from the facility.
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“(D) NOTICE ON BED-HOLD POLICY AND

READMISSION.—

*HR 3734 RH

“(1) NOTICE BEFORE TRANSFER.—
Before a resident of a nursing facility is
transferred for hospitalization or thera-
peutic leave, a nursing facility must pro-
vide written information to the resident
and an immediate family member or legal
representative concerning—

“(I) the provisions of the State
plan under this title regarding the pe-
riod (if any) during which the resident
will be permitted under the State plan
to return and resume residence in the
facility, and

“(IT) the policies of the facility
regarding such a period, which poli-
cies must be consistent with clause
(iii).

“(i1) NOTICE UPON TRANSFER.—At
the time of transfer of a resident to a hos-
pital or for therapeutic leave, a nursing fa-
cility must provide written notice to the

resident and an immediate family member
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or legal representative of the duration of
any period described in clause (1).

“(i11) PERMITTING RESIDENT TO RE-
TURN.—A nursing facility must establish
and follow a written policy under which a
resident—

“(I) who is eligible for medical
assistance for nursing facility services
under a State plan,

“(II) who is transferred from the
facility for hospitalization or thera-
peutic leave, and

“(III) whose hospitalization or
therapeutic leave exceeds a period
paid for under the State plan for the
holding of a bed in the facility for the
resident,

will be permitted to be readmitted to the
facility immediately upon the first avail-
ability of a bed in a room (not including a
private room) in the facility if, at the time
of readmission, the resident requires the
services provided by the facility.

ACCESS AND  VISITATION RIGHTS.—A

nursing facility must—
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“(A) permit immediate access to any resi-
dent by any representative of the Secretary, by
any representative of the State, by an ombuds-
man or agency described in subclause (II),
(ITD), or (IV) of paragraph (2)(B)(ii1), or by the
resident’s individual physician;

“(B) permit immediate access to a resi-
dent, subject to the resident’s right to deny or
withdraw consent at any time, by immediate
family or other relatives of the resident;

“(C) permit immediate access to a resi-
dent, subject to reasonable restrictions and the
resident’s right to deny or withdraw consent at
any time, by others who are visiting with the
consent of the resident;

“(D) permit reasonable access to a resi-
dent by any entity or individual that provides
health, social, legal, or other services to the
resident, subject to the resident’s right to deny
or withdraw consent at any time; and

“(E) permit representatives of the State
ombudsman (deseribed n paragraph
(2)(B)(i1)(1I)), with the permission of the resi-

dent (or the resident’s legal representative) and
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consistent with State law, to examine a resi-

dent’s clinical records.

“(4) EQUAL ACCESS TO QUALITY CARE.—

“(A) IN GENERAL.—A nursing facility
te) o

must establish and maintain identical policies

and practices regarding transfer, discharge, and

the provision of services required under the

State plan for all individuals regardless of

source of payment.

“(B) CONSTRUCTION.—
“(1)  NOTHING  PROHIBITING  ANY
(HARGES FOR NON-MEDICAL ASSISTANCE

PATIENTS.

Subparagraph (A) shall not be
construed as prohibiting a nursing facility
from charging any amount for services fur-
nished, consistent with the notice in para-
oraph (1)(B) describing such charges.

“(i1) NO ADDITIONAL SERVICES RE-
QUIRED.—Subparagraph (A) shall not be
construed as requiring a State to offer ad-
ditional services on behalf of a resident
than are otherwise provided under the

State plan.

“(5) ADMISSIONS PoLicy.—
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“(A) ADMISSIONS.—With respect to admis-

sions practices, a nursing facility must—

*HR 3734 RH

“(1)(I) not require individuals apply-
ing to reside or residing in the facility to
waive their rights to benefits under a State
plan under this title or title XVIII, (IT) not
require oral or written assurance that such
individuals are not eligible for, or will not
apply for, benefits under a State plan
under this title or title XVIII, and (III)
prominently display in the facility written
information, and provide to such individ-
uals oral and written information, about
how to apply for and use such benefits and
how to receive refunds for previous pay-
ments covered by such benefits;

“(i1) not require a third party guaran-
tee of payment to the facility as a condi-
tion of admission (or expedited admission)
to, or continued stay in, the facility; and

“(i11) in the case of an individual who
1s provided medical assistance for nursing
facility services, not charge, solicit, aceept,
or receive, in addition to any amount oth-

erwise required to be paid under the State
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plan under this title, any gift, money, do-
nation, or other consideration as a pre-
condition of admitting (or expediting the
admission of) the individual to the facility
or as a requirement for the individual’s
continued stay in the facility.
“(B) CONSTRUCTION.—

“(1) NO PREEMPTION OF STRICTER

STANDARDS.

Subparagraph (A) shall not
be construed as preventing States or politi-
cal subdivisions therein from prohibiting,
under State or local law, the discrimination
against individuals who are provided medi-
cal assistance under the State plan with
respect to admissions practices of nursing
facilities.

“(11) CONTRACTS WITH LEGAL REP-

RESENTATIVES.—Subparagraph (A)(11)
shall not be construed as preventing a fa-
cility from requiring an individual, who has
legal access to a resident’s income or re-
sources available to pay for care in the fa-

cility, to sign a contract (without incurring

personal financial liability) to provide pay-
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ment from the resident’s income or re-
sources for such care.

“(im1) CHARGES FOR ADDITIONAL
SERVICES REQUESTED.—Subparagraph
(A)(i11) shall not be construed as prevent-
ing a facility from charging a resident, eli-
oible for medical assistance under the
State plan, for items or services the resi-
dent has requested and received and that
are not specified in the State plan as in-
cluded in covered nursing facility services.

“(iv) BONA FIDE CONTRIBUTIONS.

Subparagraph (A)(i) shall not be con-
strued as prohibiting a nursing facility
from soliciting, accepting, or receiving a
charitable, religious, or philanthropic con-
tribution from an organization or from a
person unrelated to the resident (or poten-
tial resident), but only to the extent that
such contribution is not a condition of ad-
mission, expediting admission, or continued

stay in the facility.

“(A) IN GENERAL.—The nursinge facility
te) )
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“(i) may not require residents to de-
posit their personal funds with the facility,
and

“(i1) upon the written authorization of
the resident, must hold, safeguard, and ac-
count for such personal funds under a sys-
tem established and maintained by the fa-
cility in accordance with this paragraph.

“(B) MANAGEMENT  OF  PERSONAL

FUNDS.—Upon written authorization of a resi-

dent under subparagraph (A)(ii), the facility

must manage and account for the personal

funds of the resident deposited with the facility

as follows:

*HR 3734 RH

“(1) DEprosIiT.—The facility must de-
posit any amount of personal funds in ex-
cess of $50 with respect to a resident in an
interest bearing account (or accounts) that
is separate from any of the facility’s oper-
ating accounts and credits all interest
earned on such separate account to such
account. With respect to any other per-
sonal funds, the facility must maintain
such funds in a non-interest bearing ac-

count or petty cash fund.
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“(11) ACCOUNTING AND RECORDS.—
The facility must assure a full and com-
plete separate accounting of each such
resident’s personal funds, maintain a writ-
ten record of all financial transactions in-
volving the personal funds of a resident de-
posited with the facility, and afford the
resident (or a legal representative of the
resident) reasonable access to such record.

“(111) NOTICE OF CERTAIN BAL-

ANCES.—The facility must notify each resi-
dent receiving medical assistance under the

State plan when the amount in the resi-
dent’s account reaches $200 less than the
dollar amount determined under section
1611(a)(3)(B) and the fact that if the
amount in the account (in addition to the
value of the resident’s other nonexempt re-
sources) reaches the amount determined
under such section the resident may lose
eligibility for such medical assistance or for
benefits under title XVI.

“(1v) CONVEYANCE UPON DEATH.—
Upon the death of a resident with such an

account, the facility must convey promptly
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the resident’s personal funds (and a final
accounting of such funds) to the individual
administering the resident’s estate. All
other personal property, including medical
records, shall be considered part of the
resident’s estate and shall only be released
to the administrator of the estate.

“(C) ASSURANCE OF TFINANCIAL SECU-
RITY.—The facility must purchase a surety
bond, or otherwise provide assurance satisfac-
tory to the State, to assure the security of all
personal funds of residents deposited with the
facility.

“(D) LIMITATION ON CHARGES TO PER-

SONAL FUNDS.

The facility may not impose a
charge against the personal funds of a resident
for any item or service for which payment is
made under this title or title XVIII.

“(7) LIMITATION ON CHARGES IN CASE OF

“(A) IN GENERAL.—A nursing facility may
not impose charges, for certain medical-assist-
ance-eligible individuals for nursing facility
services covered by the State under its plan

under this title, that exceed the payment
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amounts established by the State for such serv-

ices under this title.

“(B) CERTAIN MEDICAL-ASSISTANCE-ELI-

GIBLE INDIVIDUALS DEFINED.—In subpara-
oraph (A), the term ‘certain medical-assistance-
eligible individual’ means an individual who is
entitled to medical assistance for nursing facil-
ity services in the facility under this title but
with respect to whom such benefits are not
being paid because, in determining the amount
of the individual’s income to be applied monthly
to payment for the costs of such services, the
amount of such income exceeds the payment
amounts established by the State for such serv-
ices under this title.

“(8) POSTING OF SURVEY RESULTS.—A nurs-
ing facility must post in a place readily accessible to
residents, and family members and legal representa-
tives of residents, the results of the most recent sur-
vey of the facility conducted under subsection (g).
“(d) REQUIREMENTS RELATING TO ADMINISTRA-

TION AND OTHER MATTERS.

“(1) ADMINISTRATION.—
“(A) IN GENERAL.—A nursing facility
te] )

must be administered in a manner that enables
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it to use its resources effectively and efficiently
to attain or maintain the highest practicable
physical, mental, and psychosocial well-being of
each resident (consistent with requirements es-
tablished under subsection (f)(5)).

“(B) REQUIRED NOTICES.—If a change oc-
curs in—

“(i) the persons with an ownership or
control interest (as defined in section
1124(a)(3)) in the facility,

“(i1) the persons who are officers, di-
rectors, agents, or managing employees (as
defined in section 1126(b)) of the facility,

‘(1) the corporation, association, or
other company responsible for the manage-
ment of the facility, or

“(1v) the individual who is the admin-
istrator or director of nursing of the facil-
ity,

the nursing facility must provide notice to the
State agency responsible for the licensing of the
facility, at the time of the change, of the change
and of the identity of each new person, com-
pany, or individual described in the respective

clause.
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“(C)  NURSING  FACILITY  ADMINIS-
TRATOR.—The administrator of a nursing facil-
ity, whether freestanding or hospital-based,
must meet such standards as are established by
the Secretary under subsection (f)(4).
“(2) LICENSING AND LIFE SAFETY CODE.—

“(A) LICENSING.—A nursing facility must
be licensed under applicable State and local law.

“(B) LIFE SAFETY CODE.—A nursing fa-
cility must meet such provisions of such edition
(as specified by the Secretary in regulation) of
the Life Safety Code of the National Fire Pro-
tection Association as are applicable to nursing
homes; except that—

“(1) the Secretary may waive, for such
periods as he deems appropriate, specific
provisions of such Code which if rigidly ap-
plied would result in unreasonable hard-
ship upon a facility, but only if such waiver
would not adversely affect the health and
safety of residents or personnel, and

“(i1) the provisions of such Code shall
not apply in any State if the Secretary
finds that in such State there is in effect

a fire and safety code, imposed by State
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law, which adequately protects residents of
and personnel in nursing facilities.

“(3) SANITARY AND INFECTION CONTROL AND

PHYSICAL ~ ENVIRONMENT.—A  nursing facility

must—

“(A) establish and maintain an infection
control program designed to provide a safe, san-
itary, and comfortable environment in which
residents reside and to help prevent the devel-
opment and transmission of disease and infec-
tion, and

“(B) be designed, constructed, equipped,
and maintained in a manner to protect the
health and safety of residents, personnel, and
the general public.

“(4) MISCELLANEOUS.—

“(A) COMPLIANCE WITH FEDERAL, STATE,
AND LOCAL LAWS AND PROFESSIONAL STAND-
ARDS.—A nursing facility, whether freestanding
or hospital-based, must operate and provide
services In compliance with all applicable Fed-
eral, State, and local laws and regulations (in-
cluding the requirements of section 1124) and

with accepted professional standards and prin-
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ciples which apply to professionals providing
services in such a facility.

“(B) OTHER.—A nursing facility must
meet such other requirements relating to the
health and safety of residents or relating to the
physical facilities thereof as the Secretary may
find necessary.

“(e) STATE REQUIREMENTS RELATING TO NURSING

© 00O N O 0o B~ W N PP

Facmimy REQUIREMENTS.—A State with a State plan

10 under this title shall provide for the following:

11 “(1) SPECIFICATION AND REVIEW OF NURSE
12 AIDE  TRAINING AND COMPETENCY EVALUATION
13 PROGRAMS AND OF NURSE AIDE COMPETENCY EVAL-
14 UATION PROGRAMS.—The State must—

15 “(A) specify those training and competency
16 evaluation programs, and those competency
17 evaluation programs, that the State approves
18 for purposes of subsection (b)(5) and that meet
19 the requirements established under subsection
20 (f)(2), and

21 “(B) provide for the review and reapproval
22 of such programs, at a frequency and using a
23 methodology consistent with the requirements
24 established under subsection (f)(2)(A)(111).

25 “(2) NURSE AIDE REGISTRY.—
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“(A) IN GENERAL.—The State shall estab-
lish and maintain a registry of all individuals
who have satisfactorily completed a nurse aide
training and competency evaluation program, or
a nurse aide competency evaluation program,
approved under paragraph (1) in the State, or
any individual  deseribed in  subsection
(£)(2)(B)(i1) or in subparagraph (B), (C), or
(D) of section 6901(b)(4) of the Omnibus
Budget Reconciliation Act of 1989.

“(B) INFORMATION IN REGISTRY.—The
registry under subparagraph (A) shall provide
(in accordance with regulations of the Sec-
retary) for the inclusion of specific documented
findings by a State under subsection (g)(1)(C)
of resident neglect or abuse or misappropriation
of resident property involving an individual list-
ed in the registry, as well as any brief state-
ment of the individual disputing the findings.
The State shall make available to the public in-
formation in the registry. In the case of inquir-
ies to the registry concerning an individual list-
ed in the registry, any information disclosed
concerning such a finding shall also include dis-

closure of any such statement in the registry re-
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lating to the finding or a clear and accurate

summary of such a statement.

“(C) PROHIBITION AGAINST CHARGES.—A

State may not impose any charges on a nurse
aide relating to the registry established and
maintained under subparagraph (A).

“(3) STATE APPEALS PROCESS FOR TRANSFERS

AND DISCHARGES.—The State must provide for a

fair mechanism, meeting the guidelines established
under subsection (f)(3), for hearing appeals on
transfers and discharges of residents of such facili-
ties.

“(4)  NURSING  FACILITY  ADMINISTRATOR

STANDARDS.—The State must implement and en-

force the nursing facility administrator standards
developed under subsection (f)(4) respecting the
qualification of administrators of nursing facilities.
Any such standards promulgated shall apply to ad-
ministrators of hospital-based facilities as well as ad-
ministrators of freestanding facilities.

“(5) SPECIFICATION OF RESIDENT ASSESSMENT
INSTRUMENT.—The State shall specify the instru-
ment to be used by nursing facilities in the State in
complying with the requirement of subsection

(b)(3)(A)(111). Such instrument shall be—
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“(A) one of the instruments designated
under subsection (f)(6)(B), or

“(B) an instrument which the Secretary
has approved as being consistent with the mini-
mum data set of core elements, common defini-
tions, and utilization guidelines specified by the
Secretary under subsection (f)(6)(A).

“(6) NOTICE OF RIGHTS.—Each State shall de-

velop (and periodically update) a written notice of
the rights and obligations of residents of nursing fa-
cilities (and spouses of such residents) under this
title.

“(7) STATE REQUIREMENTS FOR
PREADMISSION  SCREENING AND RESIDENT RE-
VIEW.—

“(A) PREADMISSION SCREENING.—

“(1) IN GENERAL.—The State must
have in effect a preadmission screening
program, for identifying mentally ill and
mentally retarded individuals (as defined
in subparagraph (B)) who are admitted to
nursing facilities and for determining
whether they require the level of services of

such a facility.
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1 “(11) STATE REQUIREMENT FOR RESI-

2 DENT REVIEW.—The State shall notify the

3 State mental health authority or the State

4 mental retardation or developmental dis-

5 ability authority, as appropriate, of the in-

6 dividuals so identified.

7 “(B) DEFINITIONS.—In this paragraph:

8 “(1) An individual 1s considered to be

9 ‘mentally ill” if the individual has a serious
10 mental illness (as defined by the Secretary
11 in consultation with the National Institute
12 of Mental Iealth) and does not have a pri-
13 mary diagnosis of dementia (including Alz-
14 heimer’s disease or a related disorder) or a
15 diagnosis (other than a primary diagnosis)
16 of dementia and a primary diagnosis that
17 18 not a serious mental illness.
18 “(11) An individual i1s considered to be
19 ‘mentally retarded’ if the individual is
20 mentally retarded or a person with a relat-
21 ed condition.
22 “(f) RESPONSIBILITIES RELATING TO NURSING Fa-
23 CILITY REQUIREMENTS.—
24 “(1) GENERAL RESPONSIBILITY.—It is the duty
25 and responsibility of the Secretary to assure that re-
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quirements which govern the provision of care in
nursing facilities under State plans approved under
this title, and the enforcement of such requirements,
are adequate to protect the health, safety, welfare,
and rights of residents and to promote the effective
and efficient use of public moneys.

“(2) REQUIREMENTS FOR NURSE AIDE TRAIN-
ING AND COMPETENCY EVALUATION PROGRAMS AND
FOR NURSE AIDE COMPETENCY EVALUATION PRO-
GRAMS.—

“(A) IN GENERAL.—For purposes of sub-
sections (b)(5) and (e)(1)(A), the Secretary
shall establish—

“(i) requirements for the approval of
nurse aide training and competency evalua-
tion programs, including requirements re-
lating to (I) the areas to be covered in
such a program (including at least basic
nursing skills, personal care skills, recogni-
tion of mental health and social service
needs, care of cognitively impaired resi-
dents, basic restorative services, and resi-
dents’ rights) and content of the curricu-
lum, (II) minimum hours of initial and on-

coing training and retraining (including
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not less than 75 hours in the case of initial
training), (III) qualifications of instrue-
tors, and (IV) procedures for determina-
tion of competency;

“(i1) requirements for the approval of
nurse aide competency evaluation pro-
oerams, Including requirement relating to
the areas to be covered in such a program,
including at least basic nursing skills, per-
sonal care skills, recognition of mental
health and social service needs, care of
cognitively impaired residents, basic restor-
ative services, and residents’ rights, and
procedures for determination of com-
petency;

“(i1) requirements respecting the
minimum frequency and methodology to be
used by a State in reviewing such pro-
erams’ compliance with the requirements
for such programs; and

“(iv) requirements, under both such
programs, that—

“(I) provide procedures for deter-

mining competency that permit a

nurse aide, at the nurse aide’s option,
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to establish competency through pro-
cedures or methods other than the
passing of a written examination and
to have the competency evaluation
conducted at the nursing facility at
which the aide is (or will be) employed
(unless the facility is deseribed in sub-
paragraph (B)(iii) (1)),

“(IT) prohibit the imposition on a
nurse aide who 1s employed by (or
who has received an offer of employ-
ment from) a facility on the date on
which the aide begins either such pro-
oram of any charges (including any
charges for textbooks and other re-
quired course materials and any
charges for the competency evalua-
tion) for either such program, and

“(IIT) in the case of a nurse aide
not described in subelause (II) who 1s
employed by (or who has received an
offer of employment from) a facility
not later than 12 months after com-
pleting either such program, the State

shall provide for the reimbursement of
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costs incurred in completing such pro-
gram on a prorata basis during the
period in which the nurse aide i1s so

employed.

“(B) APPROVAL OF CERTAIN PROGRAMS.

Such requirements—

*HR 3734 RH

“(1) may permit approval of programs
offered by or in facilities, as well as outside
facilities  (including employee organiza-
tions);

“(11) shall permit a State to find that
an individual who has completed (before
July 1, 1989) a nurse aide training and
competency evaluation program shall be
deemed to have completed such a program
approved under subsection (b)(5) if the
State determines that, at the time the pro-
oram was offered, the program met the re-
quirements for approval under such para-
oraph; and

“(i11) subject to subparagraph (C),
shall prohibit approval of such a pro-

oram—



© 00O N O 0o B~ W N PP

N DN NN DN NN DN P PP PP PP PP
a o W N P O © 00 N O O b W N B O

*HR 3734 RH

362

“(I) offered by or in a nursing

facility which, within the previous 2

years—

“(a) has operated under a
waiver under subsection
(b)(4)(C)(i1) that was granted on
the basis of a demonstration that
the facility is unable to provide
the nursing care required under
subsection (b)(4)(C)(i) for a pe-
riod in excess of 48 hours during
a week;

“(b) has been subject to an
extended (or partial extended)
survey under section
1819(2)(2)(B)(1) or subsection
(2)(2)(B)(1) of this section; or

“(¢) has been assessed a
civil money penalty described in
section 1819(h)(2)(B)(11) or sub-
section (h)(2)(A)@11) of this sec-
tion of not less than $5,000, or
has been subject to a remedy de-
scribed in subsection (h)(1)(B)(1)

of this section, clauses (i), (i),



© 00O N O 0o B~ W N PP

N NN NN R P R R R R RR R
5E W N B O © 0 N O U A W N L O

363
or (iv) of subsection (h)(2)(A) of
this section, clauses (i) or (iii) of
section 1819(h)(2)(B), or section
1819(h)(4), or
“(IT) offered by or in a nursing
facility unless the State makes the de-
termination, upon an individual’s com-
pletion of the program, that the indi-
vidual is competent to provide nursing
and nursing-related services in nurs-
ing facilities.
A State may not delegate (through sub-
contract or otherwise) its responsibility
under clause (i11)(II) to the nursing facil-
ity.

“(C) WAIVER AUTHORIZED.—Clause (iii)

of subparagraph (B) shall not apply to a pro-

oram offered in (but not by) a nursing facility

in a State if the State—

*HR 3734 RH

“(1) determines that there is no other
such program offered within a reasonable
distance of the facility,

“(i1) assures, through an oversight ef-

fort, that an adequate environment exists
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for operating the program in the facility,
and

“(i11) provides notice of such deter-
mination and assurances to the State long-

term care ombudsman.
“(3) FEDERAL GUIDELINES FOR STATE AP-
PEALS PROCESS FOR TRANSFERS AND  DIS-

CHARGES.

For purposes of subsections
(¢)(2)(B)(ii1) and (e)(3), the Secretary shall estab-
lish guidelines for minimum standards which State
appeals processes under subsection (e)(3) must meet
to provide a fair mechanism for hearing appeals on
transfers and discharges of residents from nursing
facilities.

“(4) QUALIFICATION OF ADMINISTRATORS.

For purposes of subsections (d)(1)(C) and (e)(4),
the Secretary shall develop standards to be applied
in assuring the qualifications of administrators of
nursing facilities. Any such standards must apply to
administrators of hospital-based facilities as well as
administrators of freestanding facilities.

“(5) CRITERIA TFOR ADMINISTRATION.—The
Secretary shall establish criteria for assessing a
nursing facility’s compliance with the requirement of

subsection (d)(1) with respect to—
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“(A) its governing body and management,

“(B) agreements with hospitals regarding
transfers of residents to and from the hospitals
and to and from other nursing facilities,

“(C) disaster preparedness,

“(D) direction of medical care by a physi-
clan,

“(E) laboratory and radiological services,

“(F) clinical records, and

“(G) resident and advocate participation.
“(6) SPECIFICATION OF RESIDENT ASSESSMENT

DATA SET AND INSTRUMENTS.—The Secretary
shall—

“(A) specify a minimum data set of core
elements and common definitions for use by
nursing facilities in conducting the assessments
required under subsection (b)(3), and establish
cuidelines for utilization of the data set; and

“(B) designate one or more instruments
which are consistent with the specification made
under subparagraph (A) and which a State may
specify under subsection (e)(5)(A) for use by
nursing facilities in complying with the require-

ments of subsection (b)(3)(A)(1i1).
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“(7) LIST OF ITEMS AND SERVICES FURNISHED
IN NURSING FACILITIES NOT CHARGEABLE TO THE
PERSONAL FUNDS OF A RESIDENT.—The Secretary
shall issue regulations that define those costs which
may be charged to the personal funds of residents
in nursing facilities who are individuals receiving
medical assistance with respect to nursing facility
services under this title and those costs which are to
be included in the payment amount under this title
for nursing facility services.

“(8) CRITERIA FOR MONITORING STATE WAIV-

ERS.—The Secretary shall develop criteria and pro-

cedures for monitoring State performances in grant-
ing waivers pursuant to subsection (b)(4)(C)(i1).
“(2) SURVEY AND CERTIFICATION PROCESS.—
“(1) STATE AND FEDERAL RESPONSIBILITY.—
“(A) IN GENERAL.—Under each State plan
under this title, the State shall be responsible
for certifying, in accordance with surveys con-
ducted under paragraph (2), the compliance of
nursing facilities (other than facilities of the
State) with the requirements of subsections (b),
(¢), and (d). The Secretary shall be responsible
for certifying, in accordance with surveys con-

ducted under paragraph (2), the compliance of
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State nursing facilities with the requirements of
such subsections.

“(B) EDUCATIONAL  PROGRAM.—Each
State shall conduct periodic educational pro-
orams for the staff and residents (and their
representatives) of nursing facilities in order to
present current regulations, procedures, and
policies under this section.

“(C) INVESTIGATION OF ALLEGATIONS OF
RESIDENT NEGLECT AND ABUSE AND MIS-
APPROPRIATION OF RESIDENT PROPERTY.—The
State shall provide, through the agency respon-
sible for surveys and certification of nursing fa-
cilities under this subsection, for a process for
the receipt and timely review and investigation
of allegations of neglect and abuse and mis-
appropriation of resident property by a nurse
aide of a resident in a nursing facility or by an-
other idividual used by the facility in providing
services to such a resident. The State shall,
after notice to the individual involved and a rea-
sonable opportunity for a hearing for the indi-
vidual to rebut allegations, make a finding as to
the accuracy of the allegations. If the State

finds that a nurse aide has neglected or abused

*HR 3734 RH



© 00O N O 0o B~ W N PP

N DN NN DD DD DN P PP PP PR PP
o A W N P O ©W 00 N O 0o b W N B O

368

a resident or misappropriated resident property
in a facility, the State shall notify the nurse
aide and the registry of such finding. If the
State finds that any other individual used by
the facility has neglected or abused a resident
or misappropriated resident property in a facil-
ity, the State shall notify the appropriate licen-
sure authority. A State shall not make a find-
ing that an individual has neglected a resident
if the individual demonstrates that such neglect
was caused by factors beyond the control of the
mdividual.

“(2) SURVEYS.—

“(A) ANNUAL STANDARD SURVEY.—

“(1) IN GENERAL.—Each nursing fa-
cility shall be subject to a standard survey,
to be conducted without any prior notice to
the facility. Any individual who notifies (or
causes to be notified) a nursing facility of
the time or date on which such a survey is
scheduled to be conducted is subject to a
civil money penalty of not to exceed
$2,000. The provisions of section 1128A
(other than subsections (a) and (b)) shall

apply to a civil money penalty under the
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previous sentence in the same manner as
such provisions apply to a penalty or pro-
ceeding under section 1128A(a). The Sec-
retary shall review each State’s procedures
for scheduling and conduct of standard
surveys to assure that the State has taken
all reasonable steps to avoid giving notice
of such a survey through the scheduling
procedures and the conduct of the surveys

themselves.

“(11) CONTENTS.—Each standard sur-
vey shall include, for a case-mix stratified
sample of residents—

“(I) a survey of the quality of
care furnished, as measured by indica-
tors of medical, nursing, and rehabili-
tative care, dietary and nutrition serv-
1ces, activities and social participation,
and sanitation, infection control, and
the physical environment,

“(II) written plans of care pro-
vided under subsection (b)(2) and an
audit of the residents’ assessments

under subsection (b)(3) to determine

the accuracy of such assessments and
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the adequacy of such plans of care,
and

“(III) a review of compliance
with residents’ rights wunder sub-
section (¢).

“(111) FREQUENCY.—

“(I) IN GENERAL.—Kach nursing
facility shall be subject to a standard
survey not later than 15 months after
the date of the previous standard sur-
vey conducted under this subpara-
oraph. The statewide average interval
between standard surveys of a nursing
facility shall not exceed 12 months.

“(II) SPECIAL SURVEYS.—If not

otherwise conducted under subclause
(I), a standard survey (or an abbre-
viated standard survey) may be con-
ducted within 2 months of any change
of ownership, administration, manage-
ment of a nursing facility, or director
of mursing in order to determine
whether the change has resulted in
any decline in the quality of care fur-

nished in the facility.
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“(B) EXTENDED SURVEYS.

“(1) IN GENERAL.—Each nursing fa-
cility which is found, under a standard sur-
vey, to have provided substandard quality
of care shall be subject to an extended sur-
vey. Any other facility may, at the Sec-
retary’s or State’s disceretion, be subject to
such an extended survey (or a partial ex-
tended survey).

“(i1) TimMING.—The extended survey
shall be conducted immediately after the
standard survey (or, if not practicable, not
later than 2 weeks after the date of com-
pletion of the standard survey).

“(im1) CONTENTS.—In such an ex-
tended survey, the survey team shall review
and identify the policies and procedures
which produced such substandard quality
of care and shall determine whether the fa-
cility has complied with all the require-
ments described in subsections (b), (c¢),
and (d). Such review shall include an ex-
pansion of the size of the sample of resi-
dents’ assessments reviewed and a review

of the staffing, of in-service training, and,
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if appropriate, of contracts with consult-
ants.

“(iv)  CONSTRUCTION.—Nothing in
this paragraph shall be construed as re-
quiring an extended or partial extended
survey as a prerequisite to 1mposing a
sanction against a facility under subsection
(h) on the basis of findings in a standard
survey.

“(C) SURVEY PROTOCOL.—Standard and

extended surveys shall be conducted—

“(1) based upon the protocol which the
Secretary has developed, tested, and vali-
dated, as of the date of the enactment of
this title, and

“(11) by individuals, of a survey team,
who meet such minimum qualifications as
the Secretary establishes.

“(D) CONSISTENCY OF SURVEYS.—Kach

State shall implement programs to measure and
reduce inconsistency in the application of sur-

vey results among surveyors.

“(E) SURVEY TEAMS.
“(1) IN  GENERAL.—Surveys under

this subsection shall be conducted by a



© 00O N O 0o B~ W N PP

N N DN DN NDDN P PP PPk PR PP
aa A W N P O ©W 00 N O 0o b W N BB O

*HR 3734 RH

373
multidisciplinary team of professionals (in-
cluding a registered professional nurse).

“(i1) PROHIBITION OF CONFLICTS OF
INTEREST.—A State may not use as a
member of a survey team under this sub-
section an individual who 1s serving (or has
served within the previous 2 years) as a
member of the staff of, or as a consultant
to, the facility surveyed respecting compli-
ance with the requirements of subsections
(b), (¢), and (d), or who has a personal or
familial financial interest in the facility
being surveyed.

“(i11) TRAINING.—The Secretary shall
provide for the comprehensive training of
State and Federal surveyors in the conduct
of standard and extended surveys under
this subsection, including the auditing of
resident assessments and plans of care. No
individual shall serve as a member of a
survey team unless the individual has suc-
cessfully completed a training and testing
program in survey and certification tech-
niques that has been approved by the Sec-

retary.
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“(3) VALIDATION SURVEYS.

“(A) IN GENERAL.—The Secretary shall
conduct onsite surveys of a representative sam-
ple of nursing facilities in each State, within 2
months of the date of surveys conducted under
paragraph (2) by the State, in a sufficient num-
ber to allow inferences about the adequacies of
each State’s surveys conducted under para-
oeraph (2). In conducting such surveys, the Sec-
retary shall use the same survey protocols as
the State i1s required to use under paragraph
(2). If the State has determined that an indi-
vidual nursing facility meets the requirements
of subsections (b), (¢), and (d), but the Sec-
retary determines that the facility does not
meet such requirements, the Secretary’s deter-
mination as to the facility’s noncompliance with
such requirements is binding and supersedes
that of the State survey.

“(B) Score.—With respect to each State,
the Secretary shall conduct surveys under sub-
paragraph (A) each year with respect to at least
5 percent of the number of nursing facilities
surveyed by the State in the year, but in no

case less than 5 nursing facilities in the State.
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“(C) REDUCTION 1IN  ADMINISTRATIVE
COSTS FOR SUBSTANDARD PERFORMANCE.—If
the Secretary finds, on the basis of such sur-
veys, that a State has failed to perform surveys
as required under paragraph (2) or that a
State’s survey and certification performance
otherwise is not adequate, the Secretary may
provide for the training of survey teams in the
State and shall provide for a reduction of the
payment otherwise made to the State under sec-
tion 1512(a)(3)(C) with respect to a quarter
equal to 33 percent multiplied by a fraction, the
denominator of which is equal to the total num-
ber of residents in nursing facilities surveyed by
the Secretary that quarter and the numerator
of which is equal to the total number of resi-
dents in nursing facilities which were found
pursuant to such surveys to be not in compli-
ance with any of the requirements of sub-
sections (b), (¢), and (d). A State that is dissat-
isfied with the Secretary’s findings under this
subparagraph may obtain reconsideration and
review of the findings under section 1116 in the
same manner as a State may seek reconsider-

ation and review under that section of the Sec-
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retary’s determination under section
1116(a)(1).

“(D) SPECIALL SURVEYS OF COMPLI-
ANCE.—Where the Secretary has reason to
question the compliance of a nursing facility
with any of the requirements of subsections (b),
(e), and (d), the Secretary may conduct a sur-
vey of the facility and, on the basis of that sur-
vey, make independent and binding determina-
tions concerning the extent to which the nurs-
ing facility meets such requirements.

“(4) INVESTIGATION OF COMPLAINTS AND MON-

ITORING NURSING FACILITY COMPLIANCE.—KEach

State shall maintain procedures and adequate staff

“(A) investicate complaints of violations of
requirements by nursing facilities, and
“(B) monitor, on-site, on a regular, as
needed basis, a nursing facility’s compliance
with the requirements of subsections (b), (c¢),
and (d), if—
“(1) the facility has been found not to
be in compliance with such requirements
and 1s in the process of correcting defi-

ciencies to achieve such compliance;
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“(i1) the facility was previously found
not to be in compliance with such require-
ments, has corrected deficiencies to achieve
such compliance, and verification of contin-
ued compliance is indicated; or

““(i11) the State has reason to question
the compliance of the facility with such re-

quirements.

A State may maintain and utilize a specialized team

(including an attorney, an auditor, and appropriate

health care professionals) for the purpose of identi-

fying, surveying, gathering and preserving evidence,

and carrying out appropriate enforcement actions

against substandard nursing facilities.

“(5) DISCLOSURE OF RESULTS OF INSPECTIONS

AND ACTIVITIES.

“(A) PuBLIC INFORMATION.—Each State,

and the Secretary, shall make available to the

public—

*HR 3734 RH

“(1) information respecting all surveys
and certifications made respecting nursing
facilities, including statements of defi-
ciencies, within 14 ecalendar days after
such information is made available to those

facilities, and approved plans of correction,
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“(11) copies of cost reports of such fa-
cilities filed under this title or under title

XVIII,

“(111) copies of statements of owner-
ship under section 1124, and
“(iv) information disclosed under sec-

tion 1126.

“(B) NOTICE TO OMBUDSMAN.—Each
State shall notify the State long-term care om-
budsman (established under title IIT or VII of
the Older Americans Act of 1965 in accordance
with section 712 of the Act) of the State’s find-
ings of noncompliance with any of the require-
ments of subsections (b), (¢), and (d), or of any
adverse action taken against a nursing facility
under paragraphs (1), (2), or (3) of subsection
(h), with respect to a nursing facility in the
State.

“(C) NOTICE TO PHYSICIANS AND NURS-
ING  FACILITY  ADMINISTRATOR  LICENSING
BOARD.—If a State finds that a nursing facility
has provided substandard quality of care, the

State shall notify—
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“(i) the attending physician of each
resident with respect to which such finding
1s made, and

“(11) any State board responsible for
the licensing of the nursing facility admin-
istrator of the facility.
“(D)  ACCESS TO FRAUD CONTROL

UNITS.—Each State shall provide its State

fraud and abuse control unit (established under
section 1554) with access to all information of
the State agency responsible for surveys and

certifications under this subsection.

“(h) ENFORCEMENT PROCESS.—

“(1) IN GENERAL.—If a State finds, on the

basis of a standard, extended, or partial extended
survey under subsection (g)(2) or otherwise, that a
nursing facility no longer meets a requirement of

subsection (b), (¢), or (d)—

“(A) the State shall require the facility to
correct the deficiency involved;

“(B) if the State finds that the facility’s
deficiencies immediately jeopardize the health
or safety of its residents, the State shall take
immediate action to remove the jeopardy and

correct the deficiencies through the remedy
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specified in paragraph (2)(A)(iil), or terminate
the facility’s participation under the State plan
and may provide, in addition, for one or more
of the other remedies described in paragraph
(2); and

“(C) if the State finds that the facility’s
deficiencies do not immediately jeopardize the

health or safety of its residents, the State

may:
“(1) terminate the facility’s participa-
tion under the State plan,
“(i1) provide for one or more of the
remedies described in paragraph (2), or

“(iii) do both.

Nothing in this paragraph shall be construed as re-
stricting the remedies available to a State to remedy
a nursing facility’s deficiencies. If a State finds that
a nursing facility meets the requirements of sub-
sections (b), (¢), and (d), but, as of a previous pe-
riod, did not meet such requirements, the State may
provide for a civil money penalty under paragraph
(2)(A)(11) for the days in which it finds that the fa-

cility was not in compliance with such requirements.

“(2) SPECIFIED REMEDIES.—
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“(A) LisTiNG.—Except as provided in sub-

paragraph (B), each State shall establish by law

(whether statute or regulation) at least the fol-

lowing remedies:

*HR 3734 RH

“(i) Denial of payment under the
State plan with respect to any individual
admitted to the nursing facility mvolved
after such notice to the public and to the
facility as may be provided for by the
State.

“(i1)) A civil money penalty assessed
and collected, with interest, for each day in
which the facility is or was out of compli-
ance with a requirement of subsection (b),
(¢), or (d). Funds collected by a State as
a result of imposition of such a penalty (or
as a result of the imposition by the State
of a civil money penalty for activities de-
seribed  in subsection  (b)(3)(B)(i) (1),
(b)(3)(B)(11)(II), or (2)(2)(A)(1)) shall be
applied to the protection of the health or
property of residents of nursing facilities
that the State or the Secretary finds defi-
cient, including payment for the costs of

relocation of residents to other facilities,
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maintenance of operation of a facility
pending correction of deficiencies or clo-
sure, and reimbursement of residents for
personal funds lost.

“(i11) The appointment of temporary
management to oversee the operation of
the facility and to assure the health and
safety of the facility’s residents, where
there 1s a need for temporary management
while—

“(I) there is an orderly closure of
the facility, or

“(IT) improvements are made in
order to bring the facility into compli-
ance with all the requirements of sub-

sections (b), (¢), and (d).

The temporary management under this
clause shall not be terminated under sub-
clause (II) until the State has determined
that the facility has the management capa-
bility to ensure continued compliance with
all the requirements of subsections (b), (¢),
and (d).

“(iv) The authority, in the case of an

emergency, to close the facility, to transfer
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residents in that facility to other facilities,

or both.
The State also shall specify criteria, as to when
and how each of such remedies is to be applied,
the amounts of any fines, and the severity of
each of these remedies, to be used in the 1mpo-
sition of such remedies. Such criteria shall be
designed so as to minimize the time between
the 1dentification of violations and final imposi-
tion of the remedies and shall provide for the
imposition of incrementally more severe fines
for repeated or uncorrected deficiencies. In ad-
dition, the State may provide for other specified
remedies, such as directed plans of correction.

“(B) GUIDANCE AND ALTERNATIVE REM-

EDIES.—(i) The Secretary shall provide through
regulations guidance to States in establishing
remedies under clauses (i) through (iv) of sub-
paragraph (A).

“(ii) A State may establish alternative
remedies (other than termination of participa-
tion) other than those described in clauses (1)
through (iv) of subparagraph (A), if the State
demonstrates to the Secretary’s satisfaction

that the alternative remedies are as effective in
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deterring noncompliance and correcting defi-
ciencies as those described in such subpara-
oraph.

“(C) ASSURING PROMPT COMPLIANCE.—If
a nursing facility has not complied with any of
the requirements of subsections (b), (¢), and
(d), within 3 months after the date the facility
is found to be out of compliance with such re-
quirements, the State shall impose the remedy
described in subparagraph (A)(1) for all individ-
uals who are admitted to the facility after such
date.

“(D) REPEATED NONCOMPLIANCE.—In the
case of a nursing facility which, on 3 consecu-
tive standard surveys conducted under sub-
section (2)(2), has been found to have provided
substandard quality of care, the State shall (re-
cardless of what other remedies are provided)—

“(1) 1mpose the remedy described in
subparagraph (A)(i), and
“(i1) monitor the facility under sub-

section (g)(4)(B),
until the facility has demonstrated, to the satis-
faction of the State, that it is in compliance

with the requirements of subsections (b), (c¢),
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and (d), and that it will remain in compliance
with such requirements.

“(E) FunDING.—The reasonable expendi-
tures of a State to provide for temporary man-
agement and other expenses associated with im-
plementing the remedies described in clauses
(1) and (iv) of subparagraph (A) shall be con-
sidered, for purposes of section 1512(a)(3)(C),
to be necessary for the proper and efficient ad-
ministration of the State plan.

“(F) INCENTIVES FOR HIGH QUALITY
CARE.—In addition to the remedies specified in
this paragraph, a State may establish a pro-
oram to reward, through public recognition, in-
centive payments, or both, nursing facilities
that provide the highest quality care to resi-
dents who are entitled to medical assistance
under this title. For purposes of section
1512(a)(3)(C), proper expenses incurred by a
State in carrying out such a program shall be
considered to be expenses necessary for the
proper and efficient administration of the State
plan.

“(3) SECRETARIAL AUTHORITY.—
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“(A) FOR STATE NURSING FACILITIES.—
With respect to a State nursing facility, the
Secretary shall have the authority and duties of
a State under this subsection, including the au-
thority to impose remedies described in clauses
(i), (i), and (iii) of paragraph (2)(A). Nothing
in this subparagraph shall be construed as re-
stricting the remedies available to the Secretary

to remedy a nursing facility’s deficiencies.

“(B) OTHER NURSING FACILITIES.—With
respect to any other nursing facility in a State,
if the Secretary finds that a nursing facility no
longer meets a requirement of subsection (b),
(¢), (d), or (e), and further finds that the facili-
ty’s deficiencies—

“(1) immediately jeopardize the health
or safety of its residents, the Secretary
shall take immediate action to remove the
jeopardy and correct the deficiencies
through the remedy specified in subpara-
oraph (C)(iii), or terminate the facility’s
participation under the State plan and
may provide, in addition, for one or more
of the other remedies described i subpara-

eraph (C); or
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“(i1) do not immediately jeopardize
the health or safety of its residents, the
Secretary may impose any of the remedies
described in subparagraph (C).
Nothing in this subparagraph shall be con-
strued as restricting the remedies available to
the Secretary to remedy a nursing facility’s de-
ficiencies. If the Secretary finds that a nursing
facility meets such requirements but, as of a
previous period, did not meet such require-
ments, the Secretary may provide for a ecivil
money penalty under subparagraph (C)(ii) for
the days on which he finds that the facility was
not in compliance with such requirements.

“(C) SPECIFIED REMEDIES.—The rem-

edies specified in this subparagraph are as fol-
lows:

“(1) DENIAL OF PAYMENT.—Denial of
any further payments to the State in ac-
cordance with section 1529(f) for medical
assistance furnished by the facility to all
individuals in the facility or to individuals
admitted to the facility after the effective

date of the finding.
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“(11) AUTHORITY WITH RESPECT TO

CIVIL MONEY PENALTIES.

Imposition of a
civil money penalty against the facility in
an amount not to exceed $10,000 for each
day of mnoncompliance. The provisions of
section 1128A (other than subsections (a)
and (b)) shall apply to a civil money pen-
alty under the previous sentence in the
same manner as such provisions apply to a
penalty or proceeding under section
1128A(a).

“(i11) APPOINTMENT OF TEMPORARY
MANAGEMENT.—Appointment  of  tem-
porary management to oversee the oper-
ation of the facility and to assure the
health and safety of the facility’s residents,
where there is a need for temporary man-
agement while—

“(I) there is an orderly closure of
the facility, or

“(II) improvements are made in
order to bring the facility into compli-
ance with all the requirements of sub-

sections (b), (¢), and (d).
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The temporary management under this

clause shall not be terminated under sub-

clause (II) until the Secretary has deter-

mined that the facility has the manage-

ment capability to ensure continued com-

pliance with all the requirements of sub-

sections (b), (¢), and (d).
The Secretary shall specify criteria, as to when
and how each of such remedies is to be applied,
the amounts of any fines, and the severity of
each of these remedies, to be used in the impo-
sition of such remedies. Such criteria shall be
designed so as to minimize the time between
the 1dentification of violations and final imposi-
tion of the remedies and shall provide for the
imposition of incrementally more severe fines
for repeated or uncorrected deficiencies. In ad-
dition, the Secretary may provide for other
specified remedies, such as directed plans of
correction.

“(D) CONTINUATION OF PAYMENTS PEND-
ING REMEDIATION.—The Secretary may con-
tinue payments, over a period of not longer
than 6 months after the effective date of the

findings, under this title with respect to a nurs-
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ing facility not in compliance with a require-
ment of subsection (b), (¢), or (d), if—
“(1) the State survey agency finds
that it is more appropriate to take alter-
native action to assure compliance of the
facility with the requirements than to ter-
minate the certification of the facility,
“(11) the State has submitted a plan
and timetable for corrective action to the
Secretary for approval and the Secretary
approves the plan of corrective action, and
“(i11) the State agrees to repay to the
Federal Government payments received
under this subparagraph if the corrective
action 1s not taken in accordance with the
approved plan and timetable.
The Secretary shall establish guidelines for ap-
proval of corrective actions requested by States
under this subparagraph.
“(4) SPECIAL RULES REGARDING PAYMENTS TO
FACILITIES.—

“(A) CONTINUATION OF PAYMENTS PEND-
ING REMEDIATION.—The State or the Sec-
retary, as appropriate, may continue payments,

over a period of not longer than 6 months after
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the effective date of the findings, under this
title with respect to a nursing facility not in
compliance with a requirement of subsection
(b), (e), or (d). The State may continue such
payments only if—
“(1) the State survey agency finds
that it is more appropriate to take alter-
native action to assure compliance of the
facility with the requirements than to ter-
minate the certification of the facility,
“(11) the State has submitted a plan
and timetable for corrective action to the
Secretary for approval and the Secretary
approves the plan of corrective action, and
“(i11) the State agrees to repay to the
Federal Government payments received
under this subparagraph if the corrective
action 1s not taken in accordance with the
approved plan and timetable.
The Secretary shall establish guidelines for ap-
proval of corrective actions requested by States
under this subparagraph.

“(B) EFFECTIVE PERIOD OF DENIAL OF
PAYMENT.—A finding to deny payment under

this subsection shall terminate when the State
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or Secretary (as the case may be) finds that the

facility is in substantial compliance with all the

requirements of subsections (b), (¢), and (d).

“(5) IMMEDIATE TERMINATION OF PARTICIPA-
TION FOR FACILITY WHERE STATE OR SECRETARY
FINDS NONCOMPLIANCE AND IMMEDIATE JEOP-
ARDY.—If either the State or the Secretary finds
that a nursing facility has not met a requirement of
subsection (b), (¢), or (d), and finds that the failure
immediately jeopardizes the health or safety of its
residents, the State or the Secretary, respectively
shall notify the other of such finding, and the State
or the Secretary, respectively, shall take immediate
action to remove the jeopardy and correct the defi-
ciencies through the remedy specified in paragraph
(2)(A)(a11) or (3)(C)(iii), or terminate the facility’s
participation under the State plan. If the facility’s
participation in the State plan is terminated by ei-
ther the State or the Secretary, the State shall pro-
vide for the safe and orderly transfer of the resi-
dents eligible under the State plan consistent with
the requirements of subsection (¢)(2).

“(6) SPECIAL RULES WIERE STATE AND SEC-
RETARY DO NOT AGREE ON FINDING OF NON-

COMPLIANCE.—
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“(A) STATE FINDING OF NONCOMPLIANCE
AND NO SECRETARIAL FINDING OF NONCOMPLI-
ANCE.—If the Secretary finds that a nursing
facility has met all the requirements of sub-
sections (b), (¢), and (d), but a State finds that
the facility has not met such requirements and
the failure does not immediately jeopardize the
health or safety of its residents, the State’s
findings shall control and the remedies 1mposed
by the State shall be applied.

“(B) SECRETARIAL FINDING OF NON-
COMPLIANCE AND NO STATE FINDING OF NON-
COMPLIANCE.—If the Secretary finds that a
nursing facility has not met all the require-
ments of subsections (b), (¢), and (d), and that
the failure does not immediately jeopardize the
health or safety of its residents, but the State

has not made such a finding, the Secretary:

“(1) may impose any remedies speci-
fied in paragraph (3)(C) with respect to
the facility, and

“(i1) shall (pending any termination
by the Secretary) permit continuation of
payments 1n accordance with paragraph

(3)(D).
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“(7) SPECIAL RULES FOR TIMING OF TERMI-
NATION OF PARTICIPATION WHERE REMEDIES OVER-
LAP.—If both the Secretary and the State find that
a nursing facility has not met all the requirements
of subsections (b), (¢), and (d), and neither finds
that the failure immediately jeopardizes the health
or safety of its residents—

“(A)(1) if both find that the facility’s par-
ticipation under the State plan should be termi-
nated, the State’s timing of any termination
shall control so long as the termination date
does not occur later than 6 months after the
date of the finding to terminate;

“(ii) if the Secretary, but not the State,
finds that the facility’s participation under the
State plan should be terminated, the Secretary
shall (pending any termination by the Sec-
retary) permit continuation of payments in ac-
cordance with paragraph (3)(D); or

“(iil) if the State, but not the Secretary,
finds that the facility’s participation under the
State plan should be terminated, the State’s de-
cision to terminate, and timing of such termi-

nation, shall control; and

*HR 3734 RH



© 00O N O 0o B~ W N PP

N NN NN R P R R R R RR R e
5E W N B O © 0 N O U A W N L O

395

“(B)(1) if the Secretary or the State, but
not both, establishes one or more remedies
which are additional or alternative to the rem-
edy of terminating the facility’s participation
under the State plan, such additional or alter-
native remedies shall also be applied, or

“() if both the Secretary and the State
establish one or more remedies which are addi-
tional or alternative to the remedy of terminat-
ing the facility’s participation under the State
plan, only the additional or alternative remedies
of the Secretary shall apply.

“(8) CONSTRUCTION.—The remedies provided
under this subsection are in addition to those other-
wise available under Federal or State law and shall
not be construed as limiting such other remedies, in-
cluding any remedy available to an individual at
common law. The remedies described in clauses (i),
(11), and (iv) of paragraph (2)(A) may be imposed
during the pendency of any hearing. The provisions
of this subsection shall apply to a nursing facility (or
portion thereof) notwithstanding that the facility (or
portion thereof) also is a skilled nursing facility for

purposes of title XVIII.
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“(9) SHARING OF INFORMATION.—Notwith-
standing any other provision of law, all information
concerning nursing facilities required by this section
to be filed with the Secretary or a State agency shall
be made available by such facilities to Federal or

State employees for purposes consistent with the ef-

fective administration of programs established under

this title and title XVIII, including investigations by

State fraud control units.

“(1) CONSTRUCTION.—Where requirements or obliga-
tions under this section are identical to those provided
under section 1819 of this Act, the fulfillment of those
requirements or obligations under section 1819 shall be
considered to be the fulfillment of the corresponding re-
quirements or obligations under this section.

“SEC. 1558. OTHER PROVISIONS PROMOTING PROGRAM IN-
TEGRITY.

“(a) PuBLIC ACCESS TO SURVEY RESvULTS.—Each

State plan shall provide that upon completion of a survey
of any health care facility or organization by a State agen-
cy to carry out the plan, the agency shall make public in
readily available form and place the pertinent findings of
the survey relating to the compliance of the facility or or-

canization with requirements of law.
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“(b) RECORD KEEPING.—Each State plan shall pro-
vide for agreements with persons or institutions providing
services under the plan under which the person or institu-
tion agrees—

“(1) to keep such records, including ledgers,
books, and original evidence of costs, as are nec-
essary to fully disclose the extent of the services pro-
vided to individuals receiving assistance under the
plan, and

“(2) to furnish the State agency with such in-
formation regarding any payments claimed by such
person or institution for providing services under the
plan, as the State agency may from time to time re-
quest.

“(¢) QUALITY ASSURANCE.—Each State plan shall
provide a program to assure the quality of services pro-
vided under the plan, including such services provided to
individuals with chronic mental or physical illness.

“PART E—GENERAL PROVISIONS
“SEC. 1571. DEFINITIONS.

“(a) MEDICAL ASSISTANCE.—For purposes of this
title, the term ‘medical assistance’ means payment of part
or all of the cost of any of the following, or assistance
in the purchase, in whole or in part, of health benefit cov-

erage that includes any of the following, for eligible low-
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“(1) Inpatient hospital services.

“(2) Outpatient hospital services.

“(3) Physician services.

“(4) Surgical services.

“(5) Clinic services and other ambulatory
health care services.

“(6) Nursing facility services.

“(7) Intermediate care facility services for the
mentally retarded.

“(8) Prescription drugs and biologicals and the
administration of such drugs and biologicals, only if
such drugs and biologicals are not furnished for the
purpose of causing, or assisting in causing, the
death, suicide, euthanasia, or mercy killing of a per-
son.

“(9) Over-the-counter medications.

“(10) Laboratory and radiological services.

“(11) Prepregnancy family planning services
and supplies.

“(12) Inpatient mental health services, includ-
ing services furnished in a State-operated mental

hospital and including residential or other 24-hour

therapeutically planned structured services.
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“(13) Outpatient mental health services, includ-
ing services furnished in a State-operated mental
hospital and including community-based services.

“(14) Durable medical equipment and other
medically-related or remedial devices (such as pros-
thetic devices, 1mplants, eyeglasses, hearing aids,
dental devices, and adaptive devices).

“(15) Disposable medical supplies.

“(16) Home and community-based health care
services and related supportive services (such as
home health nursing services, home health aide serv-
ices, personal care, assistance with activities of daily
living, chore services, day care services, respite care
services, training for family members, and minor
modifications to the home).

“(17) Community supported living arrange-
ments, assisted living arrangements, and transitional
living arrangements in the community.

“(18) Nursing care services (such as nurse
practitioner services, nurse midwife services, ad-
vanced practice nurse services, private duty nursing
care, pediatric nurse services, and respiratory care

services) in a home, school, or other setting.
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“(19) Abortion only if necessary to save the life
of the mother or if the pregnancy is the result of an
act of rape or incest.

“(20) Dental services.

“(21) Inpatient substance abuse treatment
services and residential substance abuse treatment
services.

“(22) Outpatient substance abuse treatment
services.

“(23) Case management services.

“(24) Care coordination services.

“(25) Physical therapy, occupational therapy,
and services for individuals with speech, hearing,
and language disorders.

“(26) Hospice care.

“(27) Any other medical, diagnostie, screening,
preventive, restorative, remedial, therapeutic, or re-
habilitative services (whether in a facility, home,
school, or other setting) if recognized by State law
and only if the service is—

“(A) preseribed by or furnished by a physi-
cian or other licensed or registered practitioner
within the scope of practice as defined by State

law,
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“(B) performed under the general super-
vision or at the direction of a physician, or
“(C) furnished by a health care facility
that is operated by a State or local government
or is licensed under State law and operating
within the scope of the license.

“(28) Premiums for private health care insur-
ance coverage, including private long-term care in-
surance coverage.

“(29) Medical transportation.

“(30) Medicare cost-sharing (as defined in sub-
section (¢)).

“(31) Enabling services (such as transpor-
tation, translation, and outreach services) only if de-
signed to increase the accessibility of primary and
preventive health care services for eligible low-in-
come individuals.

“(32) Federally-qualified health center services
(as defined in subsection (f)(2)(A)).

“(33) Rural health clinic services (as defined in
subsection (f)(1)).

“(34) Physician assistant services.

“(35) Any other health care services or items
specified by the Secretary and not excluded under

this section.
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“(b) EL1GIBLE LOW-INCOME INDIVIDUAL.—

“(1) STATE PLAN ELIGIBILITY STANDARDS.

“(A) IN GENERAL.—The term ‘eligible low-
income individual’ means an individual—

“(1) who has been determined eligible
by the State for medical assistance under
the State plan and is not an inmate of a
public institution (except as a patient in a
State psychiatric hospital), and

“(11) whose family income (as deter-
mined under the plan) does not exceed a
percentage (specified in the State plan and
not to exceed 275 percent) of the poverty
line for a family of the size involved.

“(B) CONTINUATION OF KATIE BECKETT
ELIGIBILITY.—At the option of a State, sub-
paragraph (A)(ii) shall not apply in the case of
an individual who—

“(1) 1s 18 years of age or younger and
qualifies as a disabled individual under sec-
tion 1614(a); and

“(11) with respect to whom there has
been a determination by the State that—

“(I) the individual requires a

level of care provided in a hospital,
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nursing facility, or intermediate care
facility for the mentally retarded; and
“(II) it 1s appropriate to provide
such care for the individual outside
such an institution.

“(2) AMOUNT OF INCOME.—In determining the
amount of income under paragraph (1)(B), a State
may exclude costs incurred for medical care or other
types of remedial care recognized by the State.

“(3) COMPUTATION OF INCOME FOR CERTAIN
CHILDREN.—In determining the amount of family
income under paragraph (1)(B) in the case of a
child described in section 1501(a)(1)(F), the State
shall only count the income of the child and not that
of the family in which the child is placed.

“(¢) MEDICARE COST-SHARING.—For purposes of
this title, the term ‘medicare cost-sharing’ means any of
the following:

“(1)(A) Premiums under section 1839.

“(B) Premiums under section 1818 or 1818A.

“(2) Coinsurance under title XVIII (including
coinsurance described in section 1813).

“(3) Deductibles established under title XVIII
(including those described in sections 1813 and

1833(b)).
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1 “(4) The difference between the amount that is
2 paid under section 1833(a) and the amount that
3 would be paid under such section if any reference to
4 ‘80 percent’ therein were deemed a reference to ‘100
5 percent’.
6 “(5) Premiums for enrollment of an individual
7 with an eligible organization under section 1876.
8 “(d) ADDITIONAL DEFINITIONS.—For purposes of
9 this title:
10 “(1) CoiLb.—The term ‘child’ means an indi-
11 vidual under 19 years of age.
12 “(2) ELDERLY INDIVIDUAL.—The term ‘elderly
13 individual’ means an individual who has attained re-
14 tirement age, as defined under section 216(1)(1).
15 “(3) POVERTY LINE DEFINED.—The term ‘pov-
16 erty line’ has the meaning given such term in section
17 673(2) of the Community Services Block Grant Act
18 (42 U.S.C. 9902(2)), including any revision required
19 by such section.
20 “(4) PREGNANT WOMAN.—The term ‘pregnant
21 woman’ includes a woman during the 60-day period
22 beginning on the last day of the pregnancy.
23 “(e) EPSDT SErvVICES.—In this title, the term

24 ‘EPSDT services” means the following items and services:

25 “(1) Screening services—
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“(A) which are provided—

“(1) at intervals which meet reason-
able standards of medical and dental prac-
tice, as determined by the State after con-
sultation with recognized medical and den-
tal organizations imvolved in child health
care and, with respect to immunizations
under section 1501(a)(2)(G) in accordance
with the schedule referred to in such sec-
tion for pediatric vaccines, and

“(11) at such other intervals, indicated
as medically necessary, to determine the
existence of certain physical or mental ill-
nesses or conditions; and
“(B) which shall at a minimum include—

“(1) a comprehensive health and devel-
opmental history (including assessment of
both physical and mental health develop-
ment),

“(i1) a comprehensive unclothed phys-
ical exam,

“(ii1) appropriate immunizations (ac-
cording to the schedule referred to in see-
tion 1501(a)(2)(G) for pediatric vaccines)

according to age and health history,
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“(iv) laboratory tests (including lead
blood level assessment appropriate for age
and risk factors), and

“(v) health education (including antic-
ipatory guidance).

“(2) Vision services—
“(A) which are provided—
“(1) at intervals which meet reason-
able standards of medical practice, as de-
termined by the State after consultation
with recognized medical organizations in-
volved 1n child health care, and
“(i1) at such other intervals, indicated
as medically necessary, to determine the
existence of a suspected illness or condi-
tion; and
“(B) which shall at a minimum include di-
agnosis and treatment for defects in vision, in-
cluding eyeglasses.
“(3) Dental services—

“(A) which are provided—

“(1) at intervals which meet reason-
able standards of dental practice, as deter-

mined by the State after consultation with
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recognized dental organizations involved in
child health care, and

“(i1) at such other intervals, indicated
as medically necessary, to determine the
existence of a suspected illness or condi-
tion; and

“(B) which shall at a minimum include re-

lief of pain and infections, restoration of teeth,

and maintenance of dental health.

“(4) Hearing services—

“(A) which are provided—

“(1) at intervals which meet reason-
able standards of medical practice, as de-
termined by the State after consultation
with recognized medical organizations in-
volved in child health care, and

“(11) at such other intervals, indicated
as medically necessary, to determine the
existence of a suspected illness or condi-
tion; and

“(B) which shall at a minimum include di-

agnosis and treatment for defects in hearing,

including hearing aids.

“(f) CENTER AND CLINIC SERVICES.

*HR 3734 RH
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“(1) RURAL HEALTH CLINIC RELATED DEFINI-

TIONS.—The terms ‘rural health clinic services’ and

‘rural health clinic’ have the meanings given such
terms in section 1861(aa), except that (A) clause (i1)
of section 1861(aa)(2) shall not apply to such terms,
and (B) the physician arrangement required under
section 1861(aa)(2)(B) shall only apply with respect
to rural health clinic services and, with respect to
other ambulatory ecare services, the physician ar-
rangement required shall be only such as may be re-
quired under the State plan for those services.

“(2) FEDERALLY-QUALIFIED HEALTH CENTER

RELATED DEFINITIONS.—

“(A) SERVICES.—The term ‘Federally-
qualified health center services’ means services
of the type described in subparagraphs (A)
through (C) of section 1861(aa)(1), and any
other ambulatory care services which are other-
wise included in the State plan, when furnished
to an individual as a patient of a Federally-
qualified health center and, for this purpose,
any reference to a rural health clinic or a physi-

cian described in section 1861(aa)(2)(B) 1s

deemed a reference to a Federally-qualified
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health center or a physician at the center, re-
spectively.
“(B) CENTER.—The term ‘Federally-quali-

fied health center’ means a entity which—
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“(1) 1s receiving a grant under section
329, 330, 340, or 340A of the Public
Health Service Act,

“@1)(I) 18 receiving funding from such
a grant under a contract with the recipient
of such a grant, and

“(IT) meets the requirements to re-
ceive a grant under section 329, 330, 340,
or 340A of such Act,

“(111) based on the recommendation of
the Health Resources and Services Admin-
istration within the Public Health Service,
is determined by the Secretary to meet the
requirements for receiving such a grant, or

“(iv) was treated by the Secretary, for
purposes of part B of title XVIII, as a
comprehensive Federally funded health

center as of January 1, 1990;

and includes an outpatient health program or
facility operated by a tribe or tribal organiza-

tion under the Indian Self-Determination Act
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(Public Law 93-638) or by an urban Indian or-
ganization receiving funds under title V of the
Indian Health Care Improvement Act for the
provision of primary health services. In apply-
ing clause (i1), the Secretary may waive any re-
quirement referred to in such clause for up to

2 years for good cause shown.

“(2) MEDICALLY-RELATED SERVICES.—In this title,
the term ‘medically-related services’ means services rea-
sonably related to, or in direct support of, the State’s at-
tainment of one or more of the strategic objectives and
performance goals established under section 1521, but
does not include items and services included on the list
under subsection (a).
“SEC. 1572. TREATMENT OF TERRITORIES.
“Notwithstanding any other requirement of this title,
the Secretary may waive or modify any requirement of this
title with respect to the medical assistance program for
a State other than the 50 States and the District of Co-
lumbia, other than a waiver of—
“(1) the applicable Federal medical assistance
percentage,
“(2) the limitation on total payments in a fiscal
yvear to the amount of the allotment under section

1511(e), or
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“(3) the requirement that payment may be
made for medical assistance only with respect to
amounts expended by the State for care and services
described in section 1571(a) and medically-related
services (as defined in section 1571(2)).

“SEC. 1573. DESCRIPTION OF TREATMENT OF INDIAN
HEALTH SERVICE FACILITIES.

“In the case of a State in which one or more facilities
of the Indian Health Service is located or in which a facil-
ity of an Indian health program described in section
1512(f)(3) is located, the State plan shall include a de-
seription of—

“(1) what provision (if any) has been made for
payment for items and services furnished by such fa-
cilities, and

“(2) the manner in which medical assistance for
low-income eligible individuals who are Indians will
be provided, as determined by the State in consulta-
tion with the appropriate Indian tribes and tribal or-
canizations.

“SEC. 1574. APPLICATION OF CERTAIN GENERAL PROVI-
SIONS.

“The following sections in part A of title XI shall

apply to States under this title in the same manner as

they applied to a State under title XIX:
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“(1) Section 1101(a)(1) (relating to definition
of State).

“(2) Section 1116 (relating to administrative
and judicial review), but only insofar as consistent
with the provisions of part B.

“(3) Section 1124 (relating to disclosure of
ownership and related information).

“(4) Section 1126 (relating to disclosure of in-
formation about certain convicted individuals).

“(5) Section 1128B(d) (relating to criminal
penalties for certain additional charges).

“(6) Section 1132 (relating to periods within

which claims must be filed).

14 «SEC. 1575. OPTIONAL MASTER DRUG REBATE AGREE-

15
16
17
18
19
20
21
22
23
24
25

MENTS.

“(a) REQUIREMENT FOR MANUFACTURER TO ENTER

INTO AGREEMENT.—

“(1) IN  GENERAL.—Pursuant to section
1513(f), in order for payment to be made to a State
under part B for medical assistance for covered out-
patient drugs of a manufacturer, the manufacturer
shall enter into and have in effect a master rebate
agreement described in subsection (b) with the Sec-
retary on behalf of States electing to participate in

the agreement.
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“(2) COVERAGE OF DRUGS NOT COVERED

UNDER REBATE AGREEMENTS.

Nothing in this sec-
tion shall be construed to prohibit a State in its dis-
cretion from providing coverage under its State plan
of a covered outpatient drug for which no rebate
agreement 1s in effect under this section.

“(3) EFFECT ON EXISTING AGREEMENTS.—If a
State has a rebate agreement in effect with a manu-
facturer on the date of the enactment of this section
which provides for a minimum aggregate rebate
equal to or greater than the minimum aggregate re-
bate which would otherwise be paid under the mas-
ter agreement under this section, at the option of
the State—

“(A) such agreement shall be considered to
meet the requirements of the master rebate
agreement, and

“(B) the State shall be considered to have
elected to participate in the master rebate
agreement.

“(4) LIMITATION ON PRICES OF DRUGS PUR-
CHASED BY COVERED ENTITIES.—

“(A) AGREEMENT WITH SECRETARY.—A
manufacturer meets the requirements of this

paragraph if the manufacturer has entered into
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an agreement with the Secretary that meets the
requirements of section 340B of the Public
Health Service Act with respect to covered out-
patient drugs purchased by a covered entity on
or after the first day of the first month that be-
oins after the date of the enactment of title VI
of the Veterans Health Care Act of 1992.

“(B) COVERED ENTITY DEFINED.—In this
subsection, the term ‘covered entity’ means an
entity described in subsection (a)(4) of section
340B of the Public Health Service Act if the
entity furnishes the drugs to patients at a cost
no greater than acquisition cost plus such dis-
pensing fee as may be allowable as determined
by the Office of Drug Pricing in the Public
Health Service.

“(C) ESTABLISHMENT OF ALTERNATIVE
MECHANISM TO ENSURE AGAINST DUPLICATE
DISCOUNTS OR REBATES.—If the Secretary
does not establish a mechanism under section
340B(a)(5)(A) of the Public Health Service Act
within 12 months of the date of the enactment

of such section, the following requirements shall

apply:
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“(1) Each covered entity shall inform
the single State agency under this title
when it is seeking reimbursement for medi-
cal assistance with respect to a unit of any
covered outpatient drug which is subject to
an agreement under section 340B(a) of
such Act.

“(i1) Each such single State agency
shall provide a means by which a covered
entity shall indicate on any drug reim-
bursement claims form (or format, where
electronic claims management is used) that
a unit of the drug that is the subject of the
form is subject to an agreement under sec-
tion 340B of such Act, and not submit to
any manufacturer a claim for a rebate pay-
ment under subsection (b) with respect to
such a drug.

“(D) EFFECT OF SUBSEQUENT AMEND-

In determining whether an agreement

under subparagraph (A) meets the require-

ments of section 340B of the Public Health

Service Act, the Secretary shall not take into

account any amendments to such section that
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are enacted after the enactment of title VI of
the Veterans Health Care Act of 1992.

“(E) DETERMINATION OF COMPLIANCE.—
A manufacturer is deemed to meet the require-
ments of this paragraph if the manufacturer es-
tablishes to the satisfaction of the Secretary
that the manufacturer would comply (and has
offered to comply) with the provisions of section
340B of the Public Health Service Act (as in
effect immediately after the enactment title VI
of the Veterans Health Care Act of 1992), and
would have entered into an agreement under
such section (as such section was in effect at
such time), but for a legislative change in such
section after such enactment.

“(b) TERMS OF REBATE AGREEMENT.—

“(1) PERIODIC REBATES.—The master rebate
agreement under this section shall require the manu-
facturer to provide, to the State plan of each State
participating in the agreement, a rebate for a rebate
period in an amount specified in subsection (¢) for
covered outpatient drugs of the manufacturer dis-
pensed after the effective date of the agreement, for

which payment was made under the plan for such

period. Such rebate shall be paid by the manufac-
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1 turer not later than 30 days after the date of receipt
2 of the information described in paragraph (2) for
3 the period involved.

4 “(2) STATE PROVISION OF INFORMATION.—

5 “(A) STATE RESPONSIBILITY.—KEach State
6 participating in the master rebate agreement
7 shall report to each manufacturer not later
8 than 60 days after the end of each rebate pe-
9 riod and in a form consistent with a standard
10 reporting format established by the Secretary,
11 information on the total number of units of
12 each dosage form and strength and package
13 size of each covered outpatient drug, for which
14 payment was made under the State plan for the
15 period, and shall promptly transmit a copy of
16 such report to the Secretary.
17 “(B) AupIiTS.—A manufacturer may audit
18 the information provided (or required to be pro-
19 vided) under subparagraph (A). Adjustments to
20 rebates shall be made to the extent that infor-
21 mation indicates that utilization was greater or
22 less than the amount previously specified.
23 “(3) MANUFACTURER PROVISION OF PRICE IN-
24 FORMATION.—
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“(A) IN GENERAL.—Each manufacturer
which is subject to the master rebate agreement

under this section shall report to the Sec-

retary-
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“(i) not later than 30 days after the
last day of each rebate period under the
agreement, on the average manufacturer
price (as defined in subsection (1)(1)) and,
for single source drugs and inmnovator mul-
tiple source drugs, the manufacturer’s best
price (as defined in subsection (¢)(1)(C))
for each covered outpatient drug for the
rebate period under the agreement, and

“(i1) not later than 30 days after the
date of entering into an agreement under
this section, on the average manufacturer
price (as defined in subsection (i)(1)) as of
October 1, 1990, for each of the manufac-
turer’s covered outpatient drugs.

“(B) VERIFICATION SURVEYS OF AVERAGE

MANUFACTURER PRICE.—The Secretary may
survey wholesalers and manufacturers that di-
rectly distribute their covered outpatient drugs,
when necessary, to verify manufacturer prices

reported under subparagraph (A). The Sec-
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retary may impose a civil monetary penalty in
an amount not to exceed $10,000 on a whole-
saler, manufacturer, or direct seller, if the
wholesaler, manufacturer, or direct seller of a
covered outpatient drug refuses a request for
information by the Secretary in connection with
a survey under this subparagraph. The provi-
sions of section 1128A (other than subsections
(a) (with respect to amounts of penalties or ad-
ditional assessments) and (b)) shall apply to a
civil money penalty under this subparagraph in
the same manner as such provisions apply to a
penalty or proceeding under section 1128A(a).
“(C) PENALTIES.—

“(1) FAILURE TO PROVIDE TIMELY IN-
FORMATION.—In the case of a manufac-
turer which is subject to the master rebate
agreement that fails to provide information
required under subparagraph (A) on a
timely basis, the amount of the penalty
shall be $10,000 for each day in which
such information has mnot been provided
and such amount shall be paid to the
Treasury. If such information is not re-

ported within 90 days of the deadline im-
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posed, the agreement shall be suspended
for services furnished after the end of such
90-day period and until the date such in-
formation is reported (but in no case shall
such suspension be for a period of less
than 30 days).

“(i1)  FALSE  INFORMATION.—Any
manufacturer which is subject to the mas-
ter rebate agreement, or a wholesaler or
direct seller, that knowingly provides false
information under subparagraph (A) or
(B) is subject to a civil money penalty in
an amount not to exceed $100,000 for
each item of false information. Any such
civil money penalty shall be in addition to
other penalties as may be prescribed by
law. The provisions of section 1128A
(other than subsections (a) and (b)) shall
apply to a civil money penalty under this
subparagraph in the same manner as such
provisions apply to a penalty or proceeding
under section 1128A(a).

“(D)  CONFIDENTIALITY OF INFORMA-

TION.—Notwithstanding any other provision of

law, information disclosed by manufacturers or
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wholesalers under this paragraph or under an
agreement with the Secretary of Veterans Af-
fairs described in section 1513(f) is confidential
and shall not be disclosed by the Secretary or
the Secretary of Veterans Affairs or a State
agency (or contractor therewith) in a form
which discloses the identity of a specific manu-
facturer or wholesaler or the prices charged for
drugs by such manufacturer or wholesaler, ex-
cept—

“(1) as the Secretary determines to be
necessary to carry out this section,

“(i1) to permit the Comptroller Gen-
eral to review the information provided,
and

“(ii1) to permit the Director of the
Congressional Budget Office to review the
information provided.

“(4) LENGTH OF AGREEMENT.—

“(A) IN GENERAL.—The master rebate
agreement under this section shall be effective
for an initial period of not less than 1 year and
shall be automatically renewed for a period of
not less than 1 year unless terminated under

subparagraph (B).
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“(B) TERMINATION.—

“(1) BY THE SECRETARY.—The Sec-
retary may provide for termination of the
master rebate agreement with respect to a
manufacturer for violation of the require-
ments of the agreement or other good
cause shown. Such termination shall not be
effective earlier than 60 days after the
date of notice of such termination. The
Secretary shall provide, upon request, a
manufacturer with a hearing concerning
such a termination, but such hearing shall
not delay the effective date of the termi-
nation. Failure of a State to provide any
advance notice of such a termination as re-
quired by regulation shall not affect the
State’s right to terminate coverage of the
drugs affected by such termination as of
the effective date of such termination.

“(11) BY A MANUFACTURER.—A man-
ufacturer may terminate its participation
in the master rebate agreement under this
section for any reason. Any such termi-
nation shall not be effective until the cal-

endar quarter beginning at least 60 days
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after the date the manufacturer provides
notice to the Secretary.

“(i1) EFFECTIVENESS OF TERMI-
NATION.—Any termination under this sub-
paragraph shall not affect rebates due
under the agreement before the effective
date of its termination.

“(iv)  NOTICE TO STATES.—In the

case of a termination under this subpara-
eraph, the Secretary shall provide notice of
such termination to the States within not
less than 30 days before the effective date
of such termination.

“(v) APPLICATION TO TERMINATIONS

OF OTHER AGREEMENTS.

The provisions
of this subparagraph shall apply to the ter-
minations of master agreements described
in section 8126(a) of title 38, United
States Code.

“(C) DELAY BEFORE REENTRY.—In the

case of any rebate agreement with a manufac-
turer under this section which is terminated,
another such agreement with the manufacturer
(or a successor manufacturer) may not be en-

tered ito until a period of 1 calendar quarter
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has elapsed since the date of the termination,
unless the Secretary finds good cause for an
earlier reinstatement of such an agreement.

“(5) SETTLEMENT OF DISPUTES.

“(A) SECRETARY.—The Secretary shall
have the authority to resolve, settle, and com-
promise disputes regarding the amounts of re-
bates owed under this section and section 1927.

“(B) StaTE.—Each State, with respect to
covered outpatient drugs paid for under the
State plan, shall have authority, independent of
the Secretary’s authority under subparagraph
(A), to resolve, settle, and compromise disputes
recarding the amounts of rebates owed under
this section. Any such action shall be deemed to
comply with the requirements of this title, and
such covered outpatient drugs shall be eligible
for payment under the State plan under this
title.

“(C) AMOUNT OF REBATE.—The Secretary
shall limit the amount of the rebate payable in
any case in which the Secretary determines
that, because of unusual circumstances or ques-
tionable data, the provisions of subsection (¢)

result in a rebate amount that is inequitable or
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otherwise inconsistent with the purposes of this
section.
“(¢) DETERMINATION OF AMOUNT OF REBATE.—
“(1) BASIC REBATE FOR SINGLE SOURCE
DRUGS  AND  INNOVATOR  MULTIPLE  SOURCE
DRUGS.—

“(A) IN GENERAL.—Except as provided in
paragraph (2), the amount of the rebate speci-
fied in this subsection with respect to a State
participating in the master rebate agreement
for a rebate period (as defined in subsection
(1)(7)) with respect to each dosage form and
strength of a single source drug or an innovator
multiple source drug shall be equal to the prod-
uct of—

“(1) the total number of units of each
dosage form and strength paid for under
the State plan in the rebate period (as re-
ported by the State); and

“(11) the greater of—

“(I) the difference between the
average manufacturer price and the
best price (as defined in subparagraph
(C)) for the dosage form and strength

of the drug, or
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“(IT) the minimum rebate per-
centage (specified in subparagraph

(B)) of such average manufacturer

price,

for the rebate period.

“(B) MINIMUM REBATE PERCENTAGE.—
For purposes of subparagraph (A)(i1)(II), the
‘minimum rebate percentage’ is 15 percent.

“(C) BEST PRICE DEFINED.—For pur-
poses of this section—

“(1) IN GENERAL.—The term ‘best
price’ means, with respect to a single
source drug or innovator multiple source
drug of a manufacturer, the lowest price
available from the manufacturer during the
rebate period to any wholesaler, retailer,
provider, health maintenance organization,
nonprofit entity, or governmental entity
within the United States, excluding—

“(I) any prices charged on or
after October 1, 1992, to the Indian

Health Service, the Department of

Veterans Affairs, a State home receiv-

ing funds under section 1741 of title

38, United States Code, the Depart-
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ment of Defense, the Public Health

Service, or a covered entity described
in section 340B(a)(4) of the Public
Health Service Act,

“(IT) any prices charged under
the Federal Supply Schedule of the
General Services Administration,

“(II) any prices used under a
State pharmaceutical assistance pro-
oram, and

“(IV) any depot prices and single
award contract prices, as defined by
the Secretary, of any agency of the
Federal Government.

“(i1) SPECIAL RULES.—The term ‘best

price’—

“(I) shall be inclusive of cash dis-
counts, free goods that are contingent
on any purchase requirement, volume
discounts, and rebates (other than re-
bates under this section),

“(II) shall be determined without
regard to special packaging, labeling,
or identifiers on the dosage form or

product or package,
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1 “(IIT) shall not take into account
2 prices that are merely nominal in
3 amount, and

4 “(IV) shall exclude rebates paid
5 under this section or any other re-
6 bates paid to a State participating in
7 the master rebate agreement.

8 “(2) ADDITIONAL REBATE FOR SINGLE SOURCE
9 AND INNOVATOR MULTIPLE SOURCE DRUGS.—
10 “(A) IN GENERAL.—The amount of the re-
11 bate specified in this subsection with respect to
12 a State participating in the master rebate
13 agreement for a rebate period, with respect to
14 each dosage form and strength of a single
15 source drug or an innovator multiple source
16 drug, shall be increased by an amount equal to
17 the product of—
18 “(1) the total number of units of such
19 dosage form and strength dispensed after
20 December 31, 1990, for which payment
21 was made under the State plan for the re-
22 bate period; and
23 “(i1) the amount (if any) by which—
24 “(I) the average manufacturer
25 price for the dosage form and
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strength of the drug for the period,
exceeds

“(IT) the average manufacturer
price for such dosage form and
strength for the calendar quarter be-
einning July 1, 1990 (without regard
to whether or not the drug has been
sold or transferred to an entity, in-
cluding a division or subsidiary of the
manufacturer, after the first day of
such quarter), increased by the per-
centage by which the Consumer Price
Index for All Urban Consumers (Unit-
ed States city average) for the month
before the month in which the rebate
period begins exceeds such index for

September 1990.

“(B) TREATMENT OF SUBSEQUENTLY AP-
PROVED DRUGS.—In the case of a covered out-
patient drug approved by the Food and Drug
Administration after October 1, 1990, clause
(1)(IT) of subparagraph (A) shall be applied by
substituting ‘the first full calendar quarter after
the day on which the drug was first marketed’

for ‘the calendar quarter beginning July 1,
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1990” and ‘the month prior to the first month
of the first full calendar quarter after the day
on which the drug was first marketed’ for ‘Sep-

tember 1990’.

“(3) REBATE FOR OTHER DRUGS.

“(A) IN GENERAL.—The amount of the re-
bate paid to a State participating in the master
rebate agreement for a rebate period with re-
spect to each dosage form and strength of cov-
ered outpatient drugs (other than single source
drugs and innovator multiple source drugs)
shall be equal to the product of—

“(i) the applicable percentage (as de-
sceribed in subparagraph (B)) of the aver-
age manufacturer price for the dosage
form and strength for the rebate period,
and

“(i1) the total number of units of such
dosage form and strength dispensed after
December 31, 1990, for which payment
was made under the State plan for the re-
bate period.

“(B) APPLICABLE PERCENTAGE DE-
FINED.—For purposes of subparagraph (A)(i),

the ‘applicable percentage’ is 11 percent.
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1 “(4) LIMITATION ON AMOUNT OF REBATE TO
2 AMOUNTS PAID FOR CERTAIN DRUGS.
3 “(A) IN GENERAL.—Upon request of the
4 manufacturer of a covered outpatient drug, the
5 Secretary shall limit, in accordance with sub-
6 paragraph (B), the amount of the rebate under
7 this subsection with respect to a dosage form
8 and strength of such drug if the majority of the
9 estimated number of units of such dosage form
10 and strength that are subject to rebates under
11 this section were dispensed to inpatients of
12 nursing facilities.
13 “(B) AMOUNT OF REBATE.—In the case of
14 a covered outpatient drug subject to subpara-
15 oraph (A), the amount of the rebate specified in
16 this subsection for a rebate period, with respect
17 to each dosage form and strength of such drug,
18 shall not exceed the amount paid under the
19 State plan with respect to such dosage form
20 and strength of the drug in the rebate period
21 (without consideration of any dispensing fees
22 paid).
23 “(5) SUPPLEMENTAL REBATES PROHIBITED.—
24 No rebates shall be required to be paid by manufac-
25 turers with respect to covered outpatient drugs fur-
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nished to individuals in any State that provides for

the collection of such rebates in excess of the rebate

amount payable under this section.

“(d) LIMITATIONS ON COVERAGE OF DRUGS BY
STATES PARTICIPATING IN MASTER AGREEMENT.—

“(1) PERMISSIBLE RESTRICTIONS.—A State
participating in the master rebate agreement under
this section may—

“(A) subject to prior authorization under
its State plan any covered outpatient drug so
long as any such prior authorization program
complies with the requirements of paragraph
(5); and

“(B) exclude or otherwise restrict coverage
under its plan of a covered outpatient drug if—

“(1) the drug is contained in the list
referred to in paragraph (2);

“(i1) the drug is subject to such re-
strictions pursuant to the master rebate
agreement or any agreement described in
subsection (a)(4); or

“(i11) the State has excluded coverage
of the drug from its formulary established

in accordance with paragraph (4).
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“(2) LIST OF DRUGS SUBJECT TO RESTRIC-
TION.—The following drugs or classes of drugs, or
their medical uses, may be excluded from coverage
or otherwise restricted by a State participating in
the master rebate agreement:

“(A) Agents when used for anorexia,
weight loss, or weight gain.

“(B) Agents when used to promote fertil-
ity.

“(C) Agents when used for cosmetic pur-
poses or hair growth.

“(D) Agents when used for the sympto-
matic relief of cough and colds.

“(E) Agents when used to promote smok-
ng cessation.

“(F) Prescription vitamins and mineral
products, except prenatal vitamins and fluoride
preparations.

“(G) Nonpreseription drugs.

“(H) Covered outpatient drugs which the
manufacturer seeks to require as a condition of
sale that associated tests or monitoring services
be purchased exclusively from the manufacturer
or its designee.

“(I) Barbiturates.
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“(J) Benzodiazepines.

“(3) ADDITIONS TO DRUG LISTINGS.—The Sec-

retary shall, by regulation, periodically update the
list of drugs or classes of drugs described in para-
oraph (2), or their medical uses, which the Secretary
has determined to be subject to clinical abuse or in-
appropriate use.

“(4) REQUIREMENTS FOR FORMULARIES.—A

State participating in the master rebate agreement
may establish a formulary if the formulary meets the
following requirements:

“(A) The formulary is developed by a com-
mittee consisting of physicians, pharmacists,
and other appropriate individuals appointed by
the Governor of the State.

“(B) Except as provided in subparagraph
(C), the formulary includes the covered out-
patient drugs of any manufacturer which has
entered into and complies with the agreement
under subsection (a) (other than any drug ex-
cluded from coverage or otherwise restricted
under paragraph (2)).

“(C) A covered outpatient drug may be ex-
cluded with respect to the treatment of a spe-

cific disease or condition for an identified popu-
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lation (if any) only if, based on the drug’s label-
ing (or, in the case of a drug the prescribed use
of which 1s not approved under the Federal
Food, Drug, and Cosmetic Act but is a medi-
cally accepted indication, based on information
from the appropriate compendia described in
subsection (1)(5)), the excluded drug does not
have a significant, clinically meaningful thera-
peutic advantage in terms of safety, effective-
ness, or clinical outcome of such treatment for
such population over other drugs included in
the formulary and there is a written expla-
nation (available to the public) of the basis for
the exclusion.

“(D) The State plan permits coverage of a
drug excluded from the formulary (other than
any drug excluded from coverage or otherwise
restricted under paragraph (2)) pursuant to a
prior authorization program that is consistent
with paragraph (5).

“(E) The formulary meets such other re-
quirements as the Secretary may impose in
order to achieve program savings consistent
with protecting the health of program bene-

ficiaries.
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A prior authorization program established by a State
under paragraph (5) is not a formulary subject to
the requirements of this paragraph.

“(5) REQUIREMENTS OF PRIOR AUTHORIZATION

PROGRAMS.

The State plan of a State participating
in the master rebate agreement may require, as a
condition of coverage or payment for a covered out-
patient drug for which Federal financial participa-
tion 1s available in accordance with this section, the
approval of the drug before its dispensing for any
medically accepted indication (as defined in sub-
section (1)(5)) only if the system providing for such
approval—

“(A) provides response by telephone or
other telecommunication device within 24 hours
of a request for prior authorization, and

“(B) except with respect to the drugs on
the list referred to in paragraph (2), provides
for the dispensing of at least a 72-hour supply
of a covered outpatient prescription drug in an
emergency situation (as defined by the Sec-

retary).

“(6) OTHER PERMISSIBLE RESTRICTIONS.—A
State participating in the master rebate agreement

may impose limitations, with respect to all such

*HR 3734 RH



© 00 N O 0o B~ W N PP

I T i L < =
© © 0 N o o~ W N B O

21

437

drugs in a therapeutic class, on the minimum or
maximum quantities per prescription or on the num-
ber of refills, if such limitations are necessary to dis-
courage waste, and may address instances of fraud
or abuse by individuals in any manner authorized
under this Act.

“(e) DRuG USE REVIEW.—

“(1) IN GENERAL.—A State participating in the
master rebate agreement may provide for a drug use
review program to educate physicians and phar-
macists to identify and reduce the frequency of pat-
terns of fraud, abuse, gross overuse, or imappropri-
ate or medically unnecessary care, among physicians,
pharmacists, and patients, or associated with specific
drugs or groups of drugs, as well as potential and

actual severe adverse reactions to drugs.

“(2) APPLICATION OF STATE STANDARDS.—A
State with a drug use review program under this
subsection shall establish and operate the program

under such standards as it may establish.

“(f) ELECTRONIC CLAIMS MANAGEMENT.—In ac-

22 cordance with chapter 35 of title 44, United States Code

23 (relating to coordination of Federal information policy),

24 the Secretary shall encourage each State to establish, as

25 its principal means of processing claims for covered out-
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patient drugs under its State plan, a point-of-sale elec-
tronic claims management system, for the purpose of per-
forming on-line, real time eligibility verifications, claims
data capture, adjudication of claims, and assisting phar-
macists (and other authorized persons) in applying for and
receiving payment.

“(2) ANNUAL REPORT.—

“(1) IN GENERAL.—Not later than May 1 of
each year, the Secretary shall transmit to the Com-
mittee on Finance of the Senate, and the Committee
on Commerce of the House of Representatives, a re-
port on the operation of this section in the preceding

fiscal year.

“(2) DETAILS.—Each report shall include infor-
mation on—

“(A) ingredient costs paid under this title
for single source drugs, multiple source drugs,
and nonprescription covered outpatient drugs,

“(B) the total value of rebates received
and number of manufacturers providing such
rebates,

“(C) the effect of inflation on the value of
rebates required under this section,

“(D) trends in prices paid under this title

for covered outpatient drugs, and
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“(E) Federal and State administrative
costs associated with compliance with the provi-
sions of this title.

“(h) EXEMPTION FOR CAPITATED HEALTH CARE
ORGANIZATIONS, HOSPITALS, AND CERTAIN NURSING

FACILITIES.

“(1) IN GENERAL.—Except as provided in para-
oraph (2), the requirements of the master rebate
agreement under this section shall not apply with re-
spect to covered outpatient drugs dispensed by or
through—

“(A) a capitated health care organization
(as defined in section 1504(c)(1)),

“(B) a hospital that dispenses covered out-
patient drugs using a drug formulary system
and bills the State no more than the hospital’s
purchasing costs for covered outpatient drugs,
or

“(C) a nursing facility which receives pay-
ment under this title for health care services,
including preseription drugs, on a capitated
basis or which dispenses covered outpatient
drugs using a drug formulary system.

“(2) CONSTRUCTION IN DETERMINING BEST

PRICE.—Nothing in paragraph (1) shall be con-
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strued as excluding amounts paid by the entities de-
scribed in such paragraph for covered outpatient
drugs from the determination of the best price (as
defined in subsection (¢)(1)(C)) for such drugs.

In the section—

“(1) DEFINITIONS.

“(1) AVERAGE MANUFACTURER PRICE.—The
term ‘average manufacturer price’ means, with re-
spect to a covered outpatient drug of a manufacturer
for a rebate period, the average price paid to the
manufacturer for the drug in the United States by
wholesalers for drugs distributed to the retail phar-
macy class of trade, after deducting customary
prompt pay discounts.

“(2) COVERED OUTPATIENT DRUG.—Subject to
the exceptions in paragraph (3), the term ‘covered
outpatient drug’ means—

“(A) of those drugs which are treated as
prescribed drugs for purposes of section
1571(a)(8), a drug which may be dispensed
only upon prescription (except as provided in
subparagraph (D)), and—

“(1) which is approved as a preserip-
tion drug under section 505 or 507 of the

Federal Food, Drug, and Cosmetic Act;
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“(1)(I) which was commercially used
or sold in the United States before the
date of the enactment of the Drug Amend-
ments of 1962 or which is identical, simi-
lar, or related (within the meaning of sec-
tion 310.6(b)(1) of title 21 of the Code of
Federal Regulations) to such a drug, and
(IT) which has not been the subject of a
final determination by the Secretary that it
is a ‘new drug’ (within the meaning of sec-
tion 201(p) of the Federal Food, Drug,
and Cosmetic Act) or an action brought by
the Secretary under section 301, 302(a),
or 304(a) of such Act to enforce section
502(f) or 505(a) of such Act; or

“(11)(I) which is described in section
107(¢)(3) of the Drug Amendments of
1962 and for which the Secretary has de-
termined there is a compelling justification
for its medical need, or is identical, simi-
lar, or related (within the meaning of sec-
tion 310.6(b)(1) of title 21 of the Code of
Federal Regulations) to such a drug, and
(IT) for which the Secretary has not issued

a notice of an opportunity for a hearing
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under section 505(e) of the Federal Food,
Drug, and Cosmetic Act on a proposed
order of the Secretary to withdraw ap-
proval of an application for such drug
under such section because the Secretary
has determined that the drug is less than
effective for some or all conditions of use
prescribed, recommended, or suggested in
its labeling;

“(B) a biological product, other than a

vaceine which—

“(1) may only be dispensed upon pre-
seription,

“(11) 1s licensed under section 351 of
the Public Health Service Act, and

“(i11) 1s produced at an establishment
licensed under such section to produce
such product;

“(C) insulin certified under section 506 of

the Federal Food, Drug, and Cosmetic Act; and

“(D) a drug which may be sold without a

prescription (commonly referred to as an ‘over-
the-counter drug’), if the drug is preseribed by
a physician (or other person authorized to pre-

scribe under State law).
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“(3) LIMITING DEFINITION.—The term ‘covered
outpatient drug’ does not include any drug, biologi-
cal product, or insulin provided as part of, or as in-
cident to and in the same setting as, any of the fol-
lowing (and for which payment may be made under
a State plan as part of payment for the following
and not as direct reimbursement for the drug):

“(A) Inpatient hospital services.

“(B) Hospice services.

“(C) Dental services, except that drugs for
which the State plan authorizes direct reim-
bursement to the dispensing dentist are covered
outpatient drugs.

“(D) Physicians’ services.

“(E) Outpatient hospital services.

“(F) Nursing facility services and services
provided by an intermediate care facility for the
mentally retarded.

“(G) Other laboratory and x-ray services.

“(H) Renal dialysis services.

Such term also does not include any such drug or
product for which a National Drug Code number is
not required by the Food and Drug Administration
or a drug or biological product used for a medical

indication which is not a medically accepted indica-
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tion. Any drug, biological product, or insulin ex-
cluded from the definition of such term as a result
of this paragraph shall be treated as a covered out-
patient drug for purposes of determining the best
price (as defined in subsection (¢)(1)(C)) for such
drug, biological product, or insulin.

“(4) MANUFACTURER.—The term ‘manufac-
turer’ means, with respect to a covered outpatient
drug, the entity holding legal title to or possession
of the National Drug Code number for such drug.

“(5) MEDICALLY ACCEPTED INDICATION.—The
term ‘medically accepted indication” means any use
for a covered outpatient drug which is approved
under the Federal Food, Drug, and Cosmetic Act, or
the use of which is supported by one or more cita-
tions included or approved for inclusion in any of the
following compendia:

“(A) American Hospital Formulary Service

Drug Information.

“(B) United States Pharmacopeia-Drug

Information.

“(C) American Medical Association Drug

Evaluations.

“(D) The DRUGDEX Information Sys-

tem.
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“(E) The peer-reviewed medical literature.

MULTIPLE SOURCE DRUG; INNOVATOR

MULTIPLE SOURCE DRUG; NONINNOVATOR MUL-

TIPLE SOURCE DRUG; SINGLE SOURCE DRUG.—

*HR 3734 RH

“(A) DEFINED.—

“(1) MULTIPLE SOURCE DRUG.—The
term ‘multiple source drug’ means, with
respect to a rebate period, a covered out-
patient drug (not including any drug de-
scribed in paragraph (2)(D)) for which
there are 2 or more drug products which—

“(I) are rated as therapeutically
equivalent (under the Food and Drug
Administration’s most recent publica-
tion of ‘Approved Drug Products with
Therapeutic  Equivalence  Kvalua-
tions’),

“(II) except as provided in sub-
paragraph (B), are pharmaceutically
equivalent and bioequivalent, as de-
fined in subparagraph (C) and as de-
termined by the Food and Drug Ad-
ministration, and

“(III) are sold or marketed in

the State during the period.
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“(11) INNOVATOR MULTIPLE SOURCE
DRUG.—The term ‘innovator multiple
source drug’ means a multiple source drug
that was originally marketed under an
original new drug application or product li-
censing application approved by the Food
and Drug Administration.

“(111) NONINNOVATOR  MULTIPLE
SOURCE DRUG.—The term ‘noninnovator
multiple source drug’ means a multiple
source drug that is not an innovator mul-
tiple source drug.

“(1v) SINGLE SOURCE DRUG.—The
term ‘single source drug’ means a covered
outpatient drug (other than a drug de-
seribed in subparagraph (C) or (D) of
paragraph (2)) which is produced or dis-
tributed under an original new drug appli-
cation approved by the Food and Drug Ad-
ministration, including a drug product
marketed by any cross-licensed producers
or distributors operating under the new
drug application or product licensing appli-

cation.
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“(B) ExXCEPTION.—Subparagraph
(A)(1)(II) shall not apply if the Food and Drug
Administration changes by regulation the re-
quirement that, for purposes of the publication
described in subparagraph (A)(1)(I), in order
for drug products to be rated as therapeutically
equivalent, they must be pharmaceutically
equivalent and bioequivalent, as defined in sub-
paragraph (C).

“(C) DEFINITIONS.—For purposes of this
paragraph—

“(1) drug products are pharmaceuti-
cally equivalent if the products contain
identical amounts of the same active drug
ingredient in the same dosage form and
meet compendial or other applicable stand-
ards of strength, quality, purity, and iden-
tity,

“(i1) drugs are bioequivalent if they do
not present a known or potential bio-
equivalence problem, or, if they do present
such a problem, they are shown to meet an
appropriate standard of bioequivalence,

and
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“(ii1) a drug product is considered to
be sold or marketed in a State if it appears
in a published national listing of average
wholesale prices selected by the Secretary,
if the listed product is generally available
to the public through retail pharmacies in
that State.

“(7) REBATE PERIOD.—The term ‘rebate pe-
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riod’ means, with respect to an agreement under
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subsection (a), a calendar quarter or other period
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specified by the Secretary with respect to the pay-

=
N

ment of rebates under such agreement.”.

13 SEC. 2004. STATE ELECTION; TERMINATION OF CURRENT
14 PROGRAM; AND TRANSITION.

15 (a) TERMINATION OF CURRENT PROGRAM; LIMITA-

16 TION ON MEDICAID PAYMENTS IN FISCAL YEAR 1997.—

17 (1) REPEAL OF TITLE.—Title XIX of the Social
18 Security Act is repealed effective October 1, 1997,
19 except that the repeal of section 1928 of such Act
20 is effective on the date of the enactment of this Act
21 and the succeeding two sections of such title shall be
22 effective during fiscal year 1996 in the same manner
23 and to the same extent as such sections were effec-
24 tive during fiscal year 1995.
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(2) LIMITATION ON OBLIGATION AUTHORITY.—

Notwithstanding any other provision of such title—

(A) FISCAL YEAR 1997.—Subject to sub-
paragraph (B), the Secretary of Health and
Human Services (in this section referred to as
the “Secretary’”’) may enter into obligations
under such title with any State (as defined for
purposes of such title) for expenses incurred
during fiscal year 1997, but not in excess of the
sum determined under clauses (1), (i) and (iv)
of section 1511(a)(2)(A) of the Social Security
Act (as added by section 2003) for that State
for fiscal year 1997.

(B) NONE AFTER EFFECTIVE DATE.—The
Secretary is not authorized to enter into any
oblication with any State under title XIX of
such Act for expenses incurred on or after the
earlier of—

(1) October 1, 1997, or

(i1) the first day of the first quarter
on which the State plan under title XV of
such Act (as added by section 2003) is
first effective.

(C) AGREEMENT.—A State’s submission of

claims for payment under section 1903 of such
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Act on or after October 1, 1996, is deemed to
constitute the State’s acceptance of the obliga-
tion limitation under subparagraph (A) (includ-
ing the formula for computing the amount of
such obligation limitation).

(D) EFFECT ON MEDICAL ASSISTANCE.—
Effective October 1, 1996—

(1) except as provided in this para-
oraph, the Federal Government has no ob-
ligation to provide payment with respect to
items and services provided under title
XIX of the Social Security Act, and

(1) such title and title XV of such Act
shall not be construed as providing for an
entitlement, under Federal law in relation
to the Federal Government, in an individ-
ual or person (including any provider) at
the time of provision or receipt of services.

(3) REQUIREMENT FOR TIMELY SUBMITTAL OF

CLAIMS.

No payment shall be made to a State
under title XIX of such Act with respect to an obli-
cation incurred before October 1, 1996, unless the
State has submitted to the Secretary, by not later
than April 1, 1997, a claim for Federal financial

participation for expenses paid by the State with re-
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spect to such obligations. Nothing in paragraph (2)
shall be construed as affecting the obligation of the
Federal Government to pay claims described in the

previous sentence.

(b) TRANSITION PROVISIONS.

(1) Notwithstanding any other provision of law,
in the case where payment has been made under sec-
tion 1903(a) of the Social Security Act to a State
before March 1, 1996, and for which a disallowance
has not been taken as of such date (or, if so taken,
has not been completed, including judicial review, by
such date), the Secretary of Health and Human
Services shall discontinue the disallowance proceed-
ing and, if such disallowance has been taken as of
the date of the enactment of this Act, any payment
reductions effected shall be rescinded and the pay-
ments returned to the State.

(2) The repeal under subsection (a)(1) of sec-
tion 1928 of the Social Security Act shall not affect
the distribution of vaccines purchased and delivered
to the States before the date of the enactment of
this Act. No vaccine may be purchased after such
date by the Federal Government or any State under
any contract under section 1928(d) of the Social Se-

curity Act.
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(3) No judicial or administrative decision ren-
dered regarding requirements imposed under title
XIX of the Social Security Act with respect to a
State shall have any application to the State plan of
the State under title XV of such Act. A State may,
pursuant to the previous sentence, seek the abroga-
tion or modification of any such decision after the
date of termination of the State medicaid plan under
title XIX of such Act.

(4) No cause of action under title XIX of the
Social Security Act which seeks to require a State
to establish or maintain minimum payment rates
under such title or claim which seeks reimbursement
for any period before the date of the enactment of
this Act based on the alleged failure of the State to
comply with such title and which has not become
final as of such date shall be brought or continued.

(5) Section 6408(a)(3) of the Omnibus Budget
Reconciliation Act of 1989 (as amended by section
13642 of the Omnibus Budget Reconciliation Act of
1993) and section 2 of Public Law 102-276 (as
amended by section 13644 of the Omnibus Budget
Reconciliation Act of 1993) are each amended by
striking “December 31, 1995”7 and inserting “‘Octo-

ber 1, 1997,
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1 (¢) ANTI-FRAUD PROVISIONS.—Section 1128(h)(1)
2 of the Social Security Act (42 U.S.C. 1320a-7(h)(1)) is
3 amended by inserting “or a State plan under title XV”
4 after “title XIX".

5 (d) TECHNICAL AND CONFORMING AMENDMENTS.

6 (1) SECRETARIAL SUBMISSION OF LEGISLATIVE
7 PROPOSAL.—Not later than 90 days after the date
8 of the enactment of this Act, the Secretary of
9 Health and Human Services, in consultation, as ap-
10 propriate, with heads of other Federal agencies and
11 the States (as defined in section 1101(a)(8) of the
12 Social Security Act for purposes of title XIX of such
13 Act), shall submit to the appropriate committees of
14 Congress a legislative proposal providing for such
15 technical and conforming amendments in the law as
16 are required by the provisions of, and amendments
17 made by, this title.
18 (2) TRANSITIONAL RULE.—Any reference in
19 any provision of law to title XIX of the Social Secu-
20 rity Act or any provision thereof shall be deemed to
21 be a reference to such title or provision as in effect
22 on the day before the date of the enactment of this

23 Act.
24 SEC. 2005. INTEGRATION DEMONSTRATION PROJECT.

25 (a) DESCRIPTION OF PROJECTS.
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(1) IN GENERAL.—The Secretary of Iealth and
Human Services (in this section referred to as the
“Secretary’””) may waive such requirements of titles
XVIIT and XV of the Social Security Act as may be
necessary for States to conduct demonstration
projects under this section. Such projects shall dem-
onstrate the manner in which States may use funds
from the programs under such titles to develop and
implement mmnovative programs for individuals dually
eligible for benefits under both titles, including such
individuals who are chronically ill. The Secretary
shall grant waivers in a manner that permits States
flexibility in contracting with medicare risk providers
and other providers for services, oversight of con-
tract administration and quality management, and
administration of a single enrollment process. Such
a waiver may restrict time period during which
project participants may disenroll without cause
from capitated health plans under the medicare pro-
oram.

(2) VOLUNTARY PARTICIPATION.—A State may
not require an individual eligible to receive items and
services under the medicare and title XV programs
to participate in a demonstration project under this

section.
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1 (b) BUDGET NEUTRALITY AND REINVESTMENT OF
2 SAVINGS.

3 (1) BUDGET NEUTRALITY.—The Secretary shall
4 not approve a demonstration project under this sec-
5 tion for a State unless the State demonstrates that
6 the amount of the Federal expenditures under the
7 program will not exceed the amount of the Kederal
8 expenditures that would have been made if the
9 project had not been approve.
10 (2) USE OF SAVINGS.—The Secretary shall per-
11 mit a State to retain any savings achieved under a
12 project and to use such savings for—

13 (A) expanding eligibility for low income
14 medicare beneficiaries who are risk of institu-
15 tionalization and who, 1if institionalized, are
16 likely to qualify for benefits under title XV of
17 the Social Security Act, and

18 (B) providing a scope of services under the
19 project that exceeds the scope of services nor-
20 mally covered under such title.
21 (¢) LiMITATION ON NUMBER OF PROJECTS.—Not

22 more than 10 demonstration projects shall be conducted
23 under this section.

24 (d) DURATION.—
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(1) IN GENERAL.—Subject to paragraph (2), a
demonstration project conducted under this section
shall be conducted for an initial period of 5 years
and, upon the request of a State and a finding by
the Secretary that the project has been successful,
shall be extended indefinitely.

(2) TERMINATION.—The Secretary may, with
90 days’ notice, terminate any demonstration project
conducted under this section that is not in substan-
tial compliance with the terms of the application ap-

proved by the Secretary under this section.

(e) ArPLICATIONS.—Each State, or a coalition of
States, desiring to conduct a demonstration project under
this section shall prepare and submit to the Secretary an
application at such time, in such manner, and containing
such information as the Secretary may require, including
an explanation of a plan for evaluating the project. The

Secretary shall approve or deny an application not later

than 90 days after the receipt of such application.

(f) PAYMENTS.—For each calendar quarter occurring
during a demonstration project conducted under this sec-
tion, the Secretary shall provide for payments to the State
in a manner consistent with subsection (b)(1).

(2) OVERSIGHT.—The Secretary shall establish qual-

ity standards for evaluating and monitoring the dem-
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onstration projects conducted under this section. Such
quality standards shall include reporting requirements
which contain the following:

(1) A description of the demonstration project.

(2) An analysis of beneficiary satisfaction under
such project.

(3) An analysis of the quality of the services de-
livered under the project.

(4) A description of the savings to the medicare
and title XV programs as a result of the demonstra-
tion project.

Subtitle B—Other Provisions
PART 1—INVOLVEMENT OF COMMERCE COMMIT-

TEE IN FEDERAL GOVERNMENT POSITION

REDUCTIONS
SEC. 2101. INVOLVEMENT OF COMMERCE COMMITTEE IN

FEDERAL GOVERNMENT POSITION REDUC-
TIONS.

In any provision of law that provides for consultation
with (or a report to) a relevant committee of Congress
respecting reductions in Federal Government positions, a
reference to the Committee on Commerce of the House
of Representatives shall be deemed to have been made in
relation to matters within the jurisdiction of such Commit-

tee.
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PART 2—RESTRICTING PUBLIC BENEFITS FOR
ALIENS
Subpart A—Eligibility for Federal Benefits
SEC. 2211. ALIENS WHO ARE NOT QUALIFIED ALIENS INELI-
GIBLE FOR FEDERAL PUBLIC BENEFITS.

(a) IN GENERAL.—Notwithstanding any other provi-
sion of law and except as provided in subsection (b), an
alien who is not a qualified alien (as defined in section
2221) is not eligible for any Federal public benefit (as de-
fined in subsection (¢)).

(b) EXCEPTIONS.—Subsection (a) shall not apply
with respect to the following Federal public benefits:

(1) Emergency medical services under title XIX
or XV of the Social Security Act.

(2)(A) Public health assistance for immuniza-
tions.

(B) Public health assistance for testing and
treatment of a serious communicable disease if the
Secretary of Health and Human Services determines
that 1t is necessary to prevent the spread of such
disease.

(¢) FEDERAL PUBLIC BENEFIT DEFINED.—

(1) Except as provided in paragraph (2), for
purposes of this part, the term ‘“Federal public ben-

efit” means—
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(A) any grant, contract, loan, professional
license, or commercial license provided by an
agency of the United States or by appropriated
funds of the United States; and
(B) any retirement, welfare, health, dis-
ability, or any other similar benefit for which
payments or assistance are provided to an indi-
vidual, household, or family eligibility unit by
an agency of the United States or by appro-
priated funds of the United States,
but only if such grant, contract, loan, or license
under subparagraph (A) or program providing bene-
fits under subparagraph (B) is under the jurisdic-
tion of the Committee on Commerce of the House of

Representatives.

(2) Such term shall not apply:

(A) to any contract, professional license, or
commercial license for a nonimmigrant whose
visa for entry is related to such employment in
the United States; or

(B) with respect to benefits for an alien
who as a work authorized nonimmigrant or as
an alien lawfully admitted for permanent resi-
dence under the Immigration and Nationality

Act qualified for such benefits and for whom
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the United States under reciprocal treaty agree-
ments is required to pay benefits, as determined
by the Attorney General, after consultation with
the Secretary of State.
SEC. 2212. LIMITED ELIGIBILITY OF QUALIFIED ALIENS
FOR MEDICAL ASSISTANCE.

(a) IN GENERAL.—Notwithstanding any other provi-
sion of law and except as provided in section 2213 and
subsection (b), a State is authorized to determine the eligi-
bility of an alien who is a qualified alien (as defined in
section 2221) for the program of medical assistance under
titles XV and XIX of the Social Security Act.

(b) ExcEPTIONS.—Qualified aliens under this sub-

section shall be eligible for benefits under such program:

(1) TIME-LIMITED EXCEPTION FOR REFUGEES

AND ASYLEES.
(A) An alien who is admitted to the United
States as a refugee under section 207 of the
Immigration and Nationality Act until 5 years
after the date of an alien’s entry into the Unit-

ed States.
(B) An alien who is granted asylum under
section 208 of such Act until 5 years after the

date of such grant of asylum.
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(C) An alien whose deportation is being
withheld under section 243(h) of such Act until
o years after such withholding.

(2) CERTAIN PERMANENT RESIDENT ALIENS.—

An alien who—

(A) is lawfully admitted to the United
States for permanent residence under the Im-
migration and Nationality Act; and

(B)(1) has worked 40 qualifying quarters
of coverage as defined under title II of the So-
cial Security Act or can be credited with such
qualifying quarters as provided under sub-
section (¢), and (11) did not receive any Federal
means-tested public benefit (as defined in sec-
tion 2213(¢)) during any such quarter.

(3) VETERAN AND ACTIVE DUTY EXCEPTION.—

An alien who is lawfully residing in any State and

(A) a veteran (as defined in section 101 of
title 38, United States Code) with a discharge
characterized as an honorable discharge and not
on account of alienage,

(B) on active duty (other than active duty
for training) in the Armed Forees of the United

States, or
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(C) the spouse or unmarried dependent
child of an individual deseribed in subparagraph
(A) or (B).

(4) TRANSITION FOR THOSE CURRENTLY RE-

CEIVING BENEFITS.—An alien who on the date of
the enactment of this Act is lawfully residing in any
State and is receiving benefits under such program
on the date of the enactment of this Act shall con-
tinue to be eligible to receive such benefits until Jan-

uary 1, 1997.

(¢) QUALIFYING QUARTERS.

For purposes of this

section, in determining the number of qualifying quarters
of coverage under title II of the Social Security Act an

alien shall be credited with—

(1) all of the qualifying quarters of coverage as
defined under title II of the Social Security Act
worked by a parent of such alien while the alien was
under age 18 if the parent did not receive any Fed-
eral means-tested public benefit (as defined by the
Secretary and including the medicaid program) dur-
ing any such quarter, and

(2) all of the qualifying quarters worked by a
spouse of such alien during their marriage if the
spouse did mnot receive any Federal means-tested

public benefit (as so defined) during any such quar-
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ter and the alien remains married to such spouse or

such spouse 1s deceased.

SEC. 2213. FIVE-YEAR LIMITED ELIGIBILITY OF QUALIFIED
ALIENS FOR FEDERAL MEANS-TESTED PUB-
LIC BENEFIT.

(a) IN GENERAL.—Notwithstanding any other provi-
sion of law and except as provided in subsection (b), an
alien who is a qualified alien (as defined in section 2221)
and who enters the United States on or after the date
of the enactment of this Act is not eligible for any Federal
means-tested public benefit (as defined in subsection (¢))
for a period of five years beginning on the date of the
alien’s entry into the United States with a status within
the meaning of the term ‘“qualified alien”.

(b) EXCEPTIONS.—The limitation under subsection
(a) shall not apply to the following aliens:

(1)  EXCEPTION  FOR  REFUGEES  AND

ASYLEES.—

(A) An alien who is admitted to the United
States as a refugee under section 207 of the
Immigration and Nationality Act.

(B) An alien who is granted asylum under
section 208 of such Act.

(C) An alien whose deportation is being

withheld under section 243(h) of such Act.
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(2) VETERAN AND ACTIVE DUTY EXCEPTION.—
An alien who is lawfully residing in any State and
1S—

(A) a veteran (as defined in section 101 of
title 38, United States Code) with a discharge
characterized as an honorable discharge and not
on account of alienage,

(B) on active duty (other than active duty
for training) in the Armed Forees of the United
States, or

(C) the spouse or unmarried dependent
child of an individual deseribed in subparagraph
(A) or (B).

(¢) FEDERAL MEANS-TESTED PUBLIC BENEFIT DE-

FINED.—

¢

(1) Except as provided in paragraph (2), for
purposes of this part, the term ‘“‘Federal means-test-
ed public benefit” means a Federal public benefit
desceribed in section 2211(c¢) in which the eligibility
of an individual, household, or family eligibility unit
for benefits, or the amount of such benefits, or both
are determined on the basis of income, resources, or
financial need of the individual, household, or unit.

(2) Such term does not include the following:
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(A) Emergency medical services under title
XV or XIX of the Social Security Act.

(B)(1) Public health assistance for immuni-
zations.

(i1) Public health assistance for testing and
treatment of a serious communicable disease if
the Secretary of Health and Human Services
determines that it is necessary to prevent the
spread of such disease.

SEC. 2214. NOTIFICATION.

Each Federal agency that administers a program to
which section 2211, 2212, or 2213 applies shall, directly
or through the States, post information and provide gen-
eral notification to the public and to program recipients
of the changes regarding eligibility for any such program
pursuant to this subpart.

Subpart B—General Provisions
SEC. 2221. DEFINITIONS.

(a) IN GENERAL.—Except as otherwise provided in
this part, the terms used in this part have the same mean-
ing given such terms in section 101(a) of the Immigration
and Nationality Act.

(b) QUALIFIED ALIEN.—For purposes of this part,

the term “qualified alien”” means an alien who, at the time
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the alien applies for, receives, or attempts to receive a
Federal public benefit, is—

(1) an alien who is lawfully admitted for perma-
nent residence under the Immigration and National-
ity Act,

(2) an alien who is granted asylum under sec-
tion 208 of such Act,

(3) a refugee who is admitted to the United
States under section 207 of such Act,

(4) an alien who 1is paroled into the United
States under section 212(d)(5) of such Act for a pe-
riod of at least 1 year,

(5) an alien whose deportation is being withheld
under section 243(h) of such Act, or

(6) an alien who is granted conditional entry
pursuant to section 203(a)(7) of such Act as in ef-
fect prior to April 1, 1980.

SEC. 2222. VERIFICATION OF ELIGIBILITY FOR FEDERAL
PUBLIC BENEFITS.

(a) IN GENERAL.—Not later than 18 months after
the date of the enactment of this Act, the Attorney Gen-
eral of the United States, after consultation with the Sec-
retary of Health and Human Services, shall promulgate
regulations requiring verification that a person applying

for a Kederal public benefit (as defined in section
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2211(e)), to which the limitation under section 2211 ap-

plies, is a qualified alien and is eligible to receive such
benefit. Such regulations shall, to the extent feasible, re-
quire that information requested and exchanged be similar
in form and manner to information requested and ex-
changed under section 1137 of the Social Security Act.

(b) STATE COMPLIANCE.—Not later than 24 months
after the date the regulations described in subsection (a)
are adopted, a State that administers a program that pro-
vides a Federal public benefit shall have in effect a ver-

ification system that complies with the regulations.

(¢) AUTHORIZATION OF APPROPRIATIONS.—There
are authorized to be appropriated such sums as may be
necessary to carry out the purpose of this section.
PART 3—ENERGY ASSISTANCE

SEC. 2131. ENERGY ASSISTANCE.

Section 2605(f) of the Low-Income Home Energy As-
sistance Act of 1981 (42 U.S.C. 8624(f)) 1s amended—

(1) by striking “(f)(1) Notwithstanding” and
inserting ““(f) Notwithstanding”; and

(2) by striking paragraph (2).
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TITLE III—COMMITTEE ON ECO-
NOMIC AND EDUCATIONAL
OPPORTUNITIES

SEC. 3001. SHORT TITLE.

This title may be cited as the “Personal Responsibil-

ity and Work Opportunity Act of 1996”".

SEC. 3002. TABLE OF CONTENTS.

The table of contents of this title 1s as follows:

TITLE III—COMMITTEE ON ECONOMIC AND EDUCATIONAL

See. 3001.
See. 3002.

See. 3101.

See. 3201.
See. 3202.
See. 3203.

See. 3301.
See. 3302.
See. 3303.
See. 3304.
See. 3305.
See. 3306.
See. 3307.
See. 3308.

See. 3309.
See. 3310.
Sec. 3311.
See. 3312.
See. 3313.
Sec. 3314,
See. 3315.
Sec. 3316.

OPPORTUNITIES

Short title.
Table of contents.

Subtitle A—Work Requirements

Replacement of the JOBS program with mandatory work require-
ments.

Subtitle B—Child and Family Services Block Grant

Child and Family Services Block Grant.
Reauthorizations.
Repeals.

Subtitle C—Child Care

Short title and references.

Goals.

Authorization of appropriations and entitlement authority.

Lead agency.

Application and plan.

Limitation on State allotments.

Activities to improve the quality of child care.

Repeal of early childhood development and before- and after-school
care requirement.

Administration and enforcement.

Payments.

Annual report and audits.

Report by the Secretary.

Allotments.

Definitions.

Repeals.

Effective date.

Subtitle D—Child Nutrition Programs
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CHAPTER 1—NATIONAL SCHOOL LuNco AcCT

See. 3401. State disbursement to schools.

See. 3402. Nutritional and other program requirements.
See. 3403. Free and reduced price policy statement.
See. 3404. Special assistance.

See. 3405. Miscellaneous provisions and definitions.
Sec. 3406. Summer food service program for children.
See. 3407. Commodity distribution.

See. 3408. Child care food program.

See. 3409. Pilot projects.

See. 3410. Reduction of paperwork.

Sec. 3411, Information on income eligibility.

See. 3412. Nutrition guidance for child nutrition programs.
See. 3413. Information clearinghouse.

CHAPTER 2—CHILD NUTRITION ACT OF 1966

See. 3421. Special milk program.

See. 3422, Free and reduced price policy statement.

See. 3423. School breakfast program authorization.

Sec. 3424. State administrative expenses.

Sec. 3425. Regulations.

Sec. 3426. Prohibitions.

See. 3427. Miscellaneous provisions and definitions.

See. 3428. Accounts and records.

See. 3429. Special supplemental nutrition program for women, infants, and
children.

See. 3430. Cash grants for nutrition education.

See. 3431. Nutrition education and training.

CHAPTER 3—MISCELLANEOUS PROVISIONS

See. 3441. Coordination of school lunch, school breakfast, and summer food
service programs.

Subtitle E—Related Provisions

See. 3501. Requirement that data relating to the incidence of poverty in the
United States be published at least every 2 years.

3502. Sense of the Congress.

3503. Legislative accountability.

Sec.
Sec.

Subtitle A—Work Requirements
SEC. 3101. REPLACEMENT OF THE JOBS PROGRAM WITH
MANDATORY WORK REQUIREMENTS.
(a) IN GENERAL.—Part F of title IV of the Social
Security Act (42 U.S.C. 681-687) is amended to read as

follows:
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“PART F—MANDATORY WORK REQUIREMENTS

“SEC. 481. MANDATORY WORK REQUIREMENTS.

10
11
12
13
14
15

16
17

“(a) PARTICIPATION RATE REQUIREMENTS.

“(1) ALL FAMILIES.—A State that is operating
a program under part A for a fiscal year shall
achieve the minimum participation rate specified in
the following table for the fiscal year with respect to

all families receiving assistance under the State pro-

oram operated under part A:

The minimum

participation

“If the fiscal year is: rate is:
1996 e 20
1997 e 25
1998 e 30
1999 35
2000 i 40
2007 oo 45
2002 or thereafter .........ccccocccvviiiiiniiiiinnnn. 50.

“(2) 2-PARENT FAMILIES.—A State that is op-
erating a program under part A for a fiscal year
shall achieve the minimum participation rate speci-
fied in the following table for the fiscal year with re-
spect to 2-parent families receiving assistance under

the State program operated under part A:

The minimum

participation

“If the fiscal year is: rate is:
T996 e 50
LT e 75
T8 e 75
1999 or thereafter .............oooceviiiiiiieeiiiiinnn, 90

“(b) CALCULATION OF PARTICIPATION RATES.

“(1) ALL FAMILIES.
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“(A) AVERAGE MONTHLY RATE.—For pur-
poses of subsection (a)(1), the participation
rate for all families of a State for a fiscal year
1s the average of the participation rates for all
families of the State for each month in the fis-
cal year.

“(B) MONTHLY PARTICIPATION RATES.—
The participation rate of a State for all families
of the State for a month, expressed as a per-
centage, 1s—

“(1) the number of families receiving
assistance under the State program oper-
ated under part A that include an adult
who is engaged in work for the month; di-
vided by

“(i1) the amount by which—

“(I) the number of families re-
ceiving such assistance during the
month that include an adult receiving
such assistance; exceeds

“(II) the number of families re-
ceiving such assistance that are sub-
ject in such month to a penalty de-
seribed in subsection (e)(1) but have

not been subject to such penalty for
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more than 3 months within the pre-
ceding 12-month period (whether or
not consecutive).

“(2) 2-PARENT FAMILIES.—

“(A) AVERAGE MONTHLY RATE.—For pur-
poses of subsection (a)(2), the participation
rate for 2-parent families of a State for a fiscal
year is the average of the participation rates for
2-parent families of the State for each month in

the fiscal year.

“(B) MONTHLY PARTICIPATION RATES.

The participation rate of a State for 2-parent
families of the State for a month shall be cal-
culated by use of the formula set forth in para-
oraph (1)(B), except that in the formula the
term ‘number of 2-parent families’ shall be sub-
stituted for the term ‘number of families’ each
place such latter term appears.

“(3) PRO RATA REDUCTION OF PARTICIPATION
RATE DUE TO CASELOAD REDUCTIONS NOT RE-
QUIRED BY FEDERAL LAW.—The Secretary shall
prescribe regulations for reducing the minimum par-
ticipation rate otherwise required by this section for

a fiscal year by the number of percentage points
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equal to the number of percentage points (if any) by
which—

“(A) the number of families receiving as-
sistance during the fiscal year under the State
plan approved under part A is less than

“(B) the number of families that received
aid under the State plan approved under part
A during fiscal year 1995.

The minimum participation rate shall not be re-
duced to the extent that the Secretary deter-
mines that the reduction in the number of fami-
lies receiving such assistance 1s required by
Federal law.

“(4) STATE OPTION FOR PARTICIPATION RE-

QUIREMENT EXEMPTIONS.

For any fiscal year, a
State may, at its option, not require an individual
who is a single custodial parent caring for a child
who has not attained 12 months of age to engage in
work and may disregard such an individual in deter-
mining the participation rates under subsection (a).
“(¢) ENGAGED IN WORK.—

“(1) ALL FAMILIES.

For purposes of sub-
section (b)(1)(B)(i), a recipient is engaged in work
for a month in a fiscal year if the recipient is par-

ticipating in work activities for at least the minimum
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average number of hours per week specified in the
following table during the month, not fewer than 20
hours per week of which are attributable to an activ-
ity described in paragraph (1), (2), (3), (4), (5), (6),

(7), or (8) of subsection (d):

The minimum

“If the month is average number of

in fiscal year: hours per week is:
T996 s 20
L0 e 20
1008 s 20
1999 s 25
2000 i 30
2007 oo 30
2002 1o 35
2003 or thereafter .........ccoooeiiiiiiiiiiiiiiiinnn... 35.

“(2) 2-PARENT FAMILIES.—For purposes of
subsection (b)(2)(B)(i), an adult is engaged in work
for a month in a fiscal year if the adult is making
progress in work activities for at least 35 hours per
week during the month, not fewer than 30 hours per
week of which are attributable to an activity de-
scribed in paragraph (1), (2), (3), (4), (5), (6), (7),
or (8) of subsection (d).

“(3) LIMITATION ON NUMBER OF WEEKS FOR
WHICH JOB SEARCH COUNTS AS WORK.—Notwith-
standing paragraphs (1) and (2), an individual shall
not be considered to be engaged in work by virtue
of participation in an activity described in subsection
(d)(6), after the individual has participated in such

an activity for 4 weeks (except if the unemployment
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rate is above the national average, 12 weeks) in a
fiscal year. An individual shall be considered to be
participating in such an activity for a week 1if the
individual participates in such an activity at any
time during the week.

“(4) LIMITATION ON VOCATIONAL EDUCATION
ACTIVITIES COUNTED AS WORK.—For purposes of
determining monthly participation rates under para-
oraphs (1)(B)(1) and (2)(B)(i) of subsection (b), not
more than 20 percent of adults in all families and
in 2-parent families determined to be engaged in
work in the State for a month may meet the work
activity requirement through participation in voca-
tional educational training.

“(5) SINGLE PARENT WITH CHILD UNDER AGE
6 DEEMED TO BE MEETING WORK PARTICIPATION
REQUIREMENTS IF PARENT IS ENGAGED IN WORK
FOR 20 HOURS PER WEEK.—Ior purposes of deter-
mining monthly participation rates under subsection
(b)(1)(B)(i), a recipient in a 1-parent family who is
the parent of a child who has not attained 6 years
of age 1s deemed to be engaged in work for a month
if the recipient is engaged in work for an average of

at least 20 hours per week during the month.
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“(6) TEEN HEAD OF HOUSEHOLD WIHO MAIN-
TAINS SATISFACTORY SCHOOL ATTENDANCE
DEEMED TO BE MEETING WORK PARTICIPATION RE-
QUIREMENTS.—For purposes of determining month-
ly participation rates under subsection (b)(1)(B)(i),
a recipient who is a single head of household and
has not attained 20 years of age is deemed to be en-
caged in work for a month in a fiscal year if the re-
cipient—

“(A) maintains satisfactory attendance at
secondary school or the equivalent during the
month; or

“(B) participates in education directly re-
lated to employment for at least the minimum
average number of hours per week specified in
the table set forth in paragraph (1).

“(d) WORK ACTIVITIES DEFINED.—ASs used in this

section, the term ‘work activities’ means—

(

“(1) unsubsidized employment;

“(2) subsidized private sector employment;

“(3) subsidized public sector employment;

“(4) work experience (including work associated
with the refurbishing of publicly assisted housing) if
sufficient private sector employment is not available;

“(5) on-the-job training;
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“(6) job search and job readiness assistance;

“(7) community service programs;

“(8) vocational educational training (not to ex-
ceed 12 months with respect to any individual);

“(9) job skills training directly related to em-
ployment;

“(10) education directly related to employment,
in the case of a recipient who has not received a
high school diploma or a certificate of high school
equivalency; and

“(11) satisfactory attendance at secondary
school or high school equivalency program, in the
case of a recipient who has not completed secondary
school.
“(e) SUPPLEMENTAL GRANT FOR OPERATION OF

WORK PROGRAM.—

“(1) APPLICATION REQUIREMENTS.

An  eligi-

ble State may submit to the Secretary an application

for additional funds to meet the requirements of this

section with respect to a fiscal year if the Secretary
determines that—

“(A) the total expenditures of the State to

meet such requirements for the fiscal year ex-

ceed the total expenditures of the State during
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fiscal year 1994 to carry out part F' (as in ef-

fect on September 30, 1994);

“(B) the work programs of the State under
this section are coordinated with the job train-
ing programs established by title II of the Job
Training Partnership Act, or (if such title is re-
pealed by the Consolidated and Reformed Edu-
cation, Employment, and Rehabilitation Sys-
tems Act) the Consolidated and Reformed Edu-
cation, Employment, and Rehabilitation Sys-
tems Act; and

“(C) the State needs additional funds to
meet such requirements or certifies that it in-
tends to exceed such requirements.

“(2) GRANTS.—The Secretary may make a
erant to any eligible State which submits an applica-
tion in accordance with paragraph (1) for a fiscal
yvear in an amount equal to the Federal medical as-
sistance percentage of the amount (if any) by which
the total expenditures of the State to meet or exceed
the requirements of this section for the fiscal year
exceeds the total expenditures of the State during
fiscal year 1994 to carry out part I (as in effect on

September 30, 1994).
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“(3) REGULATIONS.—The Secretary shall issue

regulations providing for the equitable distribution

of funds under this subsection.

“(4) AUTHORIZATION OF APPROPRIATIONS.

“(A) IN GENERAL.—There are authorized
to be appropriated for grants under this sub-
section $3,000,000,000 for fiscal year 1999.

“(B)  AVAILABILITY.—Amounts  appro-
priated pursuant to subparagraph (A) are au-

thorized to remain available until expended.

“(f) PENALTIES.—

“(1) AGAINST INDIVIDUALS.
“(A) IN GENERAL.—Except as provided in
subparagraph (B), if an adult in a family re-
ceiving assistance under the State program op-
erated under part A refuses to engage in work
required in accordance with this section, the
State shall—
“(1) reduce the amount of assistance
otherwise payable to the family pro rata
(or more, at the option of the State) with
respect to any period during a month in
which the adult so refuses; or

““(i1) terminate such assistance,
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subject to such good cause and other exceptions as
the State may establish.

“(B) ExcEPTION.—Notwithstanding sub-
paragraph (A), a State may not reduce or ter-
minate assistance under the State program op-
erated under part A based on a refusal of an
adult to work if the adult is a single custodial
parent caring for a child who has not attained
11 years of age, and the adult proves that the
adult has a demonstrated inability (as deter-
mined by the State) to obtain needed child care,
for 1 or more of the following reasons:

“(1) Unavailability of appropriate
child care within a reasonable distance
from the individual’s home or work site.

“(i1) Unavailability or unsuitability of
informal child care by a relative or under
other arrangements.

“(i1) Unavailability of appropriate
and affordable formal child care arrange-
ments.

“(2) AGAINST STATES.—

“(A) IN GENERAL.—If the Secretary deter-

mines that a State that is operating a program

under part A for a fiscal year has failed to com-
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ply with this section for the fiscal year, the Sec-
retary shall reduce the total amount otherwise
payable to the State under section 403 for the
immediately succeeding fiscal year by an
amount equal to not more than 5 percent of
such otherwise payable amount.

“(B) PENALTY BASED ON SEVERITY OF
FAILURE.—The Secretary shall impose reduec-
tions under subparagraph (A) based on the de-

oree of noncompliance.

“(2) NONDISPLACEMENT IN WORK ACTIVITIES.

“(1) IN GENERAL.—Subject to paragraph (2),
an adult in a family receiving assistance under a
State program operated under part A attributable to
funds provided by the Federal Government may fill
a vacant employment position in order to engage in

a work activity deseribed in subsection (d).

No

“(2) NO FILLING OF CERTAIN VACANCIES.
adult in a work activity described in subsection (d)
which is funded, in whole or in part, by funds pro-
vided by the Federal Government shall be employed
or assigned—

“(A) when any other individual is on layoff
from the same or any substantially equivalent

job; or

*HR 3734 RH



© 00 N O 0o B~ W N PP

N NN NN R P R R R R RR R
E WO N B O © 0 N O U0 M W N R O

482

“(B) if the employer has terminated the
employment of any regular employee or other-
wise caused an involuntary reduction of its
workforce in order to fill the vacancy so created
with an adult desceribed in paragraph (1).

“(3) NO PREEMPTION.—Nothing in this sub-
section shall preempt or supersede any provision of
State or local law that provides greater protection
for employees from displacement.

“(h) SENSE OF THE CONGRESS.—It is the sense of
the Congress that in complying with this section, each
State that operates a program under part A is encouraged
to assign the highest priority to requiring adults in 2-par-
ent families and adults in single-parent families that in-
clude older preschool or school-age children to be engaged
n work activities.

“(1) SENSE OF THE CONGRESS THAT STATES
SHOULD IMPOSE CERTAIN REQUIREMENTS ON NON-

It 1s the

CUSTODIAL, NONSUPPORTING MINOR PARENTS.
sense of the Congress that the States should require non-
custodial, nonsupporting parents who have not attained 18
years of age to fulfill community work obligations and at-
tend appropriate parenting or money management classes

after school.

*HR 3734 RH



© 00 N O U b~ W DN PP

N N N N N N DN P B P P PP PP P
o 00 A W N P O © ® N O O b W N P O

483
“SEC. 482. INDIVIDUAL RESPONSIBILITY PLANS.

“(a) ASSESSMENT.—The State agency responsible
for administering the State program funded under part
A shall make an initial assessment of the skills, prior work
experience, and employability of each recipient of assist-
ance under the program who—

“(1) has attained 18 years of age; or
“(2) has not completed high school or obtained

a certificate of high school equivalency, and is not

attending secondary school.

“(b) CONTENTS OF PLANS.

“(1) IN GENERAL.—On the basis of the assess-
ment made under subsection (a) with respect to an
individual, the State agency, in consultation with the
individual, shall develop an individual responsibility
plan for the individual, which—

“(A) shall provide that participation by the
individual in job search activities shall be a con-
dition of eligibility for assistance under the
State program funded under part A, except
during any period for which the individual is
employed full-time in an unsubsidized job in the
private sector;

“(B) sets forth an employment goal for the
individual and a plan for moving the individual
immediately into private sector employment;
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“(C) sets forth the oblications of the indi-
vidual, which may include a requirement that
the individual attend school, maintain certain
orades and attendance, keep school age children
of the individual in school, immunize children,
attend parenting and money management class-
es, or do other things that will help the mdivid-
ual become and remain employed in the private
sector;

“(D) to the greatest extent possible shall
be designed to move the individual into what-
ever private sector employment the individual is
capable of handling as quickly as possible, and
to increase the responsibility and amount of
work the individual is to handle over time;

“(E) shall describe the services the State
will provide the individual so that the individual
will be able to obtain and keep employment in
the private sector, and describe the job counsel-
ing and other services that will be provided by
the State; and

“(F) at the option of the State, may re-
quire the individual to undergo appropriate sub-

stance abuse treatment.

*HR 3734 RH



© 00 N O 0o B~ W N PP

N N DN DN DD P PP PPk PR PP
o A WO N P O ©W 00 N O 0o b W N B O

485
“(2) TmiNG.—The State agency shall comply
with paragraph (1) with respect to an individual—
“(A) within 90 days (or, at the option of
the State, 180 days) after the effective date of
this part, in the case of an individual who, as
of such effective date, is a recipient of aid
under the State plan approved under part A (as
in effect 1mmediately before such effective
date); or
“(B) within 30 days (or, at the option of
the State, 90 days) after the individual is deter-
mined to be eligible for such assistance, in the
case of any other individual.

“(¢) PROVISION OF PROGRAM AND EMPLOYMENT IN-
FORMATION.—The State shall inform all applicants for
and recipients of assistance under the State program
funded under part A of all available services under the
program for which they are eligible.

“(d) PENALTY FOR NONCOMPLIANCE BY INDIVID-
UAL.—

“(1) IN GENERAL.—Except as provided in para-
oeraph (2), the State shall reduce, by such amount
as the State considers appropriate, the amount of
assistance otherwise payable under the State pro-

oram funded under part A to a family that includes
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an individual who fails without good cause to comply
with an individual responsibility plan signed by the
individual.

“(2) EXCEPTION.—A State may not terminate
the provision of assistance to an individual under the
State program funded under part A, or reduce the
amount of assistance to be provided to an individual
under the program, if the State has failed to provide
to the individual the services referred to in sub-
section (b)(1)(E) that are deseribed in the individual
responsibility plan for the individual.

“(e) The exercise of the authority of this section shall

be within the sole discretion of the State.”.

(b) CONFORMING AMENDMENTS.

(1) Section 402(a)(9)(A) of the Social Security
Act (42 U.S.C. 602(a)(9)(A)) is amended by striking
“(including activities under part F)”.

(2) Section 402(a) of such Act (42 U.S.C.
602(a)) is amended by striking paragraph (19).

(3) Section 402(a)(44)(A) of such Act (42
U.S.C. 602(a)(44)(A)) 1s amended by striking
“ part D, and part F”’ and inserting “and part D”.

(4) Section 403 of such Act (42 U.S.C. 603) is
amended by striking subsections (k) and (1), except

Q

that subparagraph (A) of such section 403(1)(3)
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shall remain in effect for purposes of applying any
reduction in payment rates required by such sub-
paragraph for any of the fiscal years specified in
such subparagraph.

(5) Section 407(b)(1)(B) of such Aect (42
U.S.C. 607(b)(1)(B)) 1s amended—

(A) by striking clauses (1) and (v) and re-
designating clauses (i), (iii), and (iv) as clauses

(1), (1), and (ii1), respectively;

(B) by adding “and” at the end of clause

(11) (as so redesignated); and

(C) by striking ““; and” at the end of

clause (i11) (as so redesignated) and inserting a

period.

(6) Section 407(b)(2)(B)(@1)(I) of such Act (42
U.S.C. 607(b)(2)(B)11)(I)) is amended by striking
“(including any activity authorized under section
402(a)(19) or under part F)".

(7) Section 407(b)(2) of such Act (42 U.S.C.
607(b)(2)) 1s amended by striking subparagraph
(C).

(8) Section 407(¢) of such Act (42 U.S.C.
607(¢)) 18 amended—

(A) by striking “(A) where” and inserting

“where”’; and
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(B) by striking ““, and (B)” and all that

follows through “part F”.

(9) Section 407(d)(1)(A) of such Act (42
U.S.C. 607(d)(1)(A)) is amended by striking “, or in
which such individual participated in a program
under part F”.

(10) Section 407(e) of such Act (42 U.S.C.
607(e)) 18 amended—

(A) in paragraph (1)—
(i) by striking “in participating in a
program under part F' and”; and
(i) by striking ‘‘participate in or’’;
and
(B) in paragraph (2), by striking ‘“both
part F and”.

(11) Section 417 of such Act (42 U.S.C. 617)
is amended by striking “, part D, and part F”’ and
inserting “and part D”.

(12) Section 471(a)(8)(A) of such Act (42
U.S.C. 671(a)(8)(A)) is amended by striking “(in-
cluding activities under part F)”.

(13) Section 1108 of such Act (42 U.S.C.

1308) is amended
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(A) in subsection (a), by striking “or, in
the case of part A of title IV, section 403(k)"’;
and

(B) in subsection (d), by striking ““(exclu-
sive of any amounts on account of services and
items to which, in the case of part A of such
title, section 403(k) applies)”.

(14) Section 1115(b)(2)(A) of such Act (42
U.S.C. 1315(b)(2)(A)) is amended by striking “, and
402(a)(19) (relating to the work incentive pro-
oram)”’.

(15) Section 1902(a)(10)(A)(1)(I) of such Act
(42 U.S.C. 1396a(a)(19)(A)(1)(I)) is amended by
striking “‘, or considered by the State to be receiving
such aid as authorized under section 482(e)(6)” .

(16) Section 51(¢)(2) of the Internal Revenue
Code of 1986 is amended by striking subparagraph

(B).

Subtitle B—Child and Family
Services Block Grant

SEC. 3201. CHILD AND FAMILY SERVICES BLOCK GRANT.

The Child Abuse Prevention and Treatment Act (42

23 U.S.C. 5101 et seq.) is amended to read as follows:
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“SECTION 1. SHORT TITLE.

“This Act may be cited as the ‘Child and Family
Services Block Grant Act of 1996,
“SEC. 2. FINDINGS.
“The Congress finds the following:
“(1) Each year, close to 1,000,000 American

children are victims of abuse and neglect.
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“(2) Many of these children and their families

fail to receive adequate protection or treatment.

“(3) The problem of child abuse and neglect re-

quires a comprehensive approach that—

“(A) integrates the work of social service,
legal, health, mental health, education, and sub-
stance abuse agencies and organizations;

“(B) strengthens coordination among all
levels of government, and with private agencies,
civie, religious, and professional organizations,
and individual volunteers;

“(C) emphasizes the need for abuse and
neglect prevention, assessment, investigation,
and treatment at the neighborhood level;

“(D) ensures properly trained and support
staff with specialized knowledge, to carry out
their child protection duties; and

“(E) 1s sensitive to ethnie and cultural di-

versity.

*HR 3734 RH



© 00O N O 0o B~ W N PP

N N N P B R R R R R R R
N B O © 0 N O U A W N Fk O

23

491

“(4) The child protection system should be
comprehensive, child-centered, family-focused, and
community-based, should incorporate all appropriate
measures to prevent the occurrence or recurrence of
child abuse and neglect, and should promote physical
and psychological recovery and social reintegration
in an environment that fosters the health, safety,
self-respect, and dignity of the child.

“(5) The Federal Government should provide
leadership and assist communities in their child and

family protection efforts by-

“(A) generating and sharing knowledge
relevant to child and family protection, nclud-
ing the development of models for service deliv-
ery;

“(B) strengthening the capacity of States
to assist communities;

“(C) helping communities to carry out
their child and family protection plans by pro-
moting the competence of professional, para-
professional, and volunteer resources; and

“(D) providing leadership to end the abuse

and neglect of the Nation’s children and youth.

24 <«SEC. 3. PURPOSES.

25

“The purposes of this Act are the following:
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“(1) To assist each State in improving the child
protective service systems of such State by—

“(A) improving risk and safety assessment
tools and protocols;

“(B) developing, strengthening, and facili-
tating training opportunities for individuals who
are mandated to report child abuse or neglect
or otherwise overseeing, investigating, prosecut-
ing, or providing services to children and fami-
lies who are at risk of abusing or neglecting
their children; and

“(C) developing, implementing, or operat-
ing information, education, training, or other
programs designed to assist and provide serv-
ices for families of disabled infants with life-
threatening conditions.

“(2) To support State efforts to develop, oper-
ate, expand and enhance a network of community-
based, prevention-focused, family resource and sup-
port programs that are culturally competent and
that coordinat